TFTA ANNIVERSARY NUMBE 





September, A936 
‘The 
Controller 


PUBLISHED BY 
CONTROLLERS INSTITUTE OF 
AMERICA 














IW SEHIS ISSUE 


Analysis of New Provisions of Federal Revenue Act of 1936 


By U. S. GREENE 


Accounting for Accruals for Undistributed Earnings Tax 


A SYMPOSIUM 


Instructions for Compliance with Unemployment Insurance Act 
of State of W ashington 


By J..S. SNELHAM 


“Translation” of Foreign Currencies Sug ested as Proper Term 


oo 
SS 
By Epwin F. CHINLUND 


rar Anniversary Section: History, Progress, Year's Work, 


Comments af * Members 














saa ALL =¥ 








:  okeme FY Price, 50 Cents Number 9g 

















To INDIVIDUALIZE every 
department of your business! 


Royal offers a complete range of more 
than 5O distinctive faces, each devel- 
oped for a specific typing purpose. The 
8 most popular are illustrated . . . 

1 Royal's Elite 

The handsome appearance of this small and some- 


what formal style of type makes it a decided favorite 
for correspondence of an executive nature. 


2 Royal's Pica 
Unusually legible. Royal’s Pica is accepted as stand- 


ard for general purposes. Both capitals and lower 
case are especially well-defined and clear-cut. 


3 Royal's Modern Pica 


Somewhat less formal in design than the conventional 
Pica, this type is preferred by executives who desire to 
impart a modern feeling to their correspondence. 
4 Rorau's Executive 

Distinctive, with unusual conformation. Has the char- 
acteristics of Royal's Italic, except that it is ceriphed. 
Overcomes objection to the more usual faces. 


5 ROYAL'S ROMAN GOTHIC 


r 





Developed for check protection. The open quality of 
the characters insures reading ease, while the perfora- 
tion feature renders alteration virtually impossible. 


6 Royal's Great Primer 


Very popular. Large size and extreme legibility make 
this type especially suited for lectures, sight conserva- 
tion, radio scripts and photo-offset work. 


7 ROYAL'S PICA SINGLE GOTHIC 


Available in capitals only. Extensively used in billing 
work, as well as for legal and shipping documents. 
Produces maximum number of sharp, clear carbons. 


8 Royal's Ampli 
For notices, bulletins, labels, shipping tags and price 


cards. Cuts an excellent stencil. Particularly useful in 
primary school classrooms for seat-work. 





Actual names and addresses are not used in above specimens 


MAKE TYPEWRITER-TYPE TALK! Make your typewriters speak your 
business! Royals will do that—and more! The president of one organ- 
ization, for example, selected Royal’s Executive (4) for his official 
correspondence; his sales manager uses Royal’s Modern Pica (3). 
No mistaking either’s memoranda; the type-styles are as distinctive 
as the signatures themselves! Right now, for different departments, 
you have different forms—each carefully planned for greatest efficiency. 
Match each with the Royal type-face specially designed for the specific 
job. Consult your local Royal representative. He is a specialist in type- 
writers, and type faces. Let him advise you... let him tell you all about 
the New Easy-Writing Royal. In your office... Compare the Work! 
ROYAL TYPEWRITER COMPANY, INC., 2 Park Avenue, New York City 
Branches and Agencies the World Over 


Check these FIRSTS that make ROYAL FIRST! sPrep—Greater volume! EASE— 
With Touch Control*, Shift Freedom and many other exclusive features! CAPACITY! Greater 
speed, greater output! ECONOMY—Lower costs throughout! And DURABILITY—Longer life! 


*Trade-mark for hey-tension device 


LOAN 6 wor 


Copyright, 1936, Reyal Typewriter Company, Inc. 


























Controllers 


Are Good Clients 


They know just what they want and how to use 
an independent engineer’s experience. 

Some of our most useful work in the past two 
years has been arranged by the controller. To him it 
meant good results. It meant also relief from the dis- 
tracting task of managing a crew on work that was 
outside of his field. To us it meant a satisfied client. 


Think about us in your problems of: 


DEPRECIATION AND OBSOLESCENCE RATES 
T.D. 4422 SET UPS 

REPORTS FOR SECURITIES ACT REGISTRATION 
APPRAISALS 

VALUATIONS 


We invite you to confer with us 


Ford, Bacon & Davis 


Incorporated 


Engineers 
39 Broadway : New York 


CHICAGO DALLAS PHILADELPHIA WASHINGTON 














What is Printing Engineering 





LL LARGE CORPORATIONS have 
AN printing problems. In some cases 
the problem is clearly apparent; it 
is an expensive catalogue, directory, 
publication or a class of supply such 
as advertising booklets, labels, reports 
or printed forms. More often the prob- 
lem is just one of paper and printing 
and is not apparent to the manage- 
ment. 

Two and one-half billions of dollars 
are being spent annually in the print- 
ing and publishing industry in the 
United States. Itisthe exceptionrather 
than the rule to find a job or group of 
jobs correctly engineered. 

Automobiles and radios are good 
examples of highly engineered pro- 
duction showing vastly improved 
quality at a great saving to the con- 
sumer. This requires standardization 
of specification and still allows great 
leeway in individual taste. 


Can engineering be applied to 
printing with comparable results? Of 
first importance in the design of print- 
ing, asin the design of an automobile, 
is the service to be expected. The ma- 
terials, which best meet the require- 
ments of the job, should be chosen, 
specified and used. The printing 
should be designed for the best suited 
available equipment and in turn pro- 
duced on this equipment. A plan of 
distribution should be adopted so as 
to prevent excessive production and 
wasteful use. Commitments should be 
made which synchronize the printer s 
facilities with the required delivery 
schedule at prices fair to both parties, 
eliminating all unnecessary costs. 

These common sense principles of 
engineering are saving American in- 
dustry many millions of dollars this 
year. 

RUSSELL A. PETTENGILL 
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L.ditortal Comment 


| peomgeme new ground, exploring new terri- 
tory, has been the principal experience of the 
controller during the past five years. The economic 
upset, with its attendant controllership problems in 
financial and property accounting, the whirl of sud- 
denly conceived and applied regulatory measures, 
the fantastic turns of tax demands, the revision of 
depreciation regulations, the hastily written social 
security measures, the increased pressure for rapidly 
multiplying financial and statistical reports to gov- 
ernmental bodies—these have made up the pattern 
of the controller’s activities, aside from and in ad- 
dition to the routine procedures of his office, during 
a period which must be written into the record as 
one of exceptional interest to forward looking fol- 
lowers of controllership, as well as one of patience- 
trying difficulties. 

Progress in development of procedures to meet 
these new demands has been marked. Looked at 
broadly it appears safe to say that no period in the 
development of controllership has been so produc- 
tive as this. With this marked progress in improv- 
ing controllership procedures has come a higher de- 


gree of recognition of the value of effective con- 
trollership, by business generally and by govern- 
mental agencies. Controllers have grown in stature 
as they met their many new responsibilities; their 
offices have become more important to the success- 
ful conduct of business than ever before; more de- 
pendence has been put on controllers and their 
work than ever before. 

It is not a mere coincidence that this noteworthy 
expansion of controllership functions and this wide- 
spread increased appreciation of the value of the 
controller’s work and responsibilities, came about in 
the period in which the controllers were forming 
their national organization and were conducting 
carefully planned studies of their problems and how 
to meet them. Founding of the national body—The 
Controllers Institute of America—made possible in 
large measure attainment of these most desirable re- 
sults. Formulation of standards, and the setting up 
of controllership on a substantial basis, contributed 
greatly to the writing of a record which controllers 
may contemplate with satisfaction. May the next 
five year period witness progress in similar measure. 
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New Provisions in Federal Revenue 


Act of 1936 


Corporations Now Subject to Four Taxes Imposed by Government Directly and 
Indirectly upon Income, in Addition to “Windfall” Tax, Capital Stock Tax, and 
Others—Rates and Methods of Calculation—Article by U. S. GREENE, C. P. A. 


HOSE responsible for calculating 

the amount of taxes to be paid by 
corporations to the Federal govern- 
ment under the Federal Revenue Act 
of 1936 are faced by a complicated 
law, the provisions of which must be 
studied carefully, after which the ex- 
periences and conclusions of other con- 
trollers and of specialists in this field 
will be needed in order to bring forth 
solutions which may be regarded as 
in any degree satisfactory. 

To assist in clarifying thought with 
respect to these matters THE CON- 
TROLLER has arranged with U. S. 
GREENE, C. P. A., for a series of prac- 
tical articles which it is believed will 
be exceptionally valuable. The first of 
these articles is presented here. 

Mr. GREENE has just completed a 
book, “PLANNING FOR Tax ECON- 
omy,” in the writing of which Mr. 
WiLtiaM H. Crow, LL.B., collabo- 
rated. MR. GREENE was formerly an 
auditor of the United States Bureau 
of Internal Revenue, and is now in 
accounting practice. A review of the 
book by him and MR. Crow is pre- 
sented in this issue of THE CONTROL- 
LER. 

The article that follows describes 
the new provisions of the Federal Rev- 
enue Act of 1936, and the methods of 
calculating taxes thereunder. An out- 
line of some tax saving possibilities 
will be presented in the next article, 
in October. 

—THE EDITOR. 


The members of the Controllers 
Institute of America are vitally and 
primarily concerned with those provi- 
sions of the Revenue Act of 1936 
which apply to corporations. An anal- 
ysis of the more important new pro- 
visions is made in this article, to be 


followed in the October issue by a 
number of typical illustrative corpora- 


tion tax problems and a discussion of . 


some tax saving plans available under 
the law. 

It seems that a great many people do 
not understand that the income tax 
provisions of the Revenue Act of 1936 
are retroactive and apply back to Janu- 
ary 1, 1936, that is, to taxable years 
which begin after December 31, 1935. 
Those organizations which have pro- 
vided income tax reserves at the end 
of each month on the basis of the 
previous flat rate of 1334 per cent. of 
taxable income will find in most cases 
that it will be necessary to make large 
increases in the tax reserves previously 
set up in order to make these reserves 
adequate to cover taxes under the new 
law. 


FEDERAL TAXES Now IMPOSED 
Upon CORPORATIONS 


Corporations are now subject to 
four taxes imposed by the Federal 
Government directly and _ indirectly 
upon income, in addition to the “‘wind- 
fall” tax in certain cases, the capital 
stock tax, and other Federal taxes. 
These so called income taxes are the 
normal tax, surtax on undistributed in- 
come, surtax on improperly accumu- 
lated surplus, and excess profits tax. 


NorMAL TAx 
Normal tax is assessed upon the 
“normal tax net income” of corpora- 
tions for taxable years beginning on or 
after January 1, 1936, at the following 
graduated rates: 


Taxable Income Tax Rate 
First $ 2,000 8% 
Next 13,000 11% 
Next 25,000 13% 
Over 40,000 15% 


Net income of corporations for 
Federal tax purposes includes total 
“capital gains” but allows “capital net 
losses” only to the extent of $2,000. 
Corporations, for the first time in 
1936, are allowed to deduct charitable 
contributions to the extent of 5 per 
cent. of net income before deducting 
the contributions. This is in accordance 
with the provisions of Section 21 of 
the 1936 Act. 

The “normal tax net income’’ is 
determined by deducting from the 
“net income’’ as defined in Section 21 
a credit consisting of: (1) 85 per 
cent. of dividends received from cor- 
porations subject to tax (instead of 
the previous credit of 90 per cent.) ; 
and (2) interest on obligations of the 
United States and government corpora- 
tions subject to excess profits tax. 


SURTAX ON UNDISTRIBUTED NET 
INCOME 


The most important and far-reach- 
ing, as well as the most complicated, 
new provision in the Revenue Act of 
1936 is a graduated surtax on “‘undis- 
tributed net income” levied against 
corporations at the following rates: 


Per Cent. of Adjusted Net Tax Rate 


Income Undistributed 
First 10% (or $5,000, whichever is 
larger) 7% 


Next 10% 12% 
Next 20% 17% 
Next 20% 22% 
Next 40% 27% 


From the “net income’ as defined 
in Section 21, an “adjusted net in- 
come” for surtax purposes is deter- 
mined by deducting: (1) normal tax, 
and (2) interest subject to excess 
profits tax received from United States 
obligations and from government cor- 
porations. The credit of 85 per cent. 
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of dividends received is not available 
for surtax purposes. 

Finally, the “undistributed net in- 
come” against which the surtax is 
imposed is arrived at by deducting 
from the “adjusted net income’ de- 
fined in the previous paragraph: (1) 
taxable dividends paid, and (2) the 
amount restricted from dividend pay- 
ments by written contracts dated prior 
to May 1, 1936. 

The law exempts the following cor- 
porations from surtax on “undistrib- 
uted net income’’: 


(1) Banks. 

(2) Corporations in bankruptcy or 
receivership during any part 
of the taxable year. 

(3) Insurance companies. 

(4) Foreign corporations. 

(5) Corporations entitled to the 
benefit of Section 251 of the 
Act (relating to Territorial 
Possessions of the United 
States). 

(6) China Trade Act Corporations. 

(7) Joint Stock Land Banks or- 
ganized under the Federal 
Farm Loan Act as amended. 


[Sec. 14(d).] 


CREDIT FOR DIVIDENDS PAID 


The credit for dividends paid by 
corporations applies only to dividends 
which are taxable to the stockholders. 
This excludes true stock dividends. 
The credit allowed the corporation for 
dividends paid ‘in kind’ (property 
other than cash) is either the adjusted 
value of the property on the books of 
the company, or its fair market value 
at the date of distribution, whichever 
is lower. 

For example, if a corporation de- 
clares a dividend payable in the securi- 
ties of another corporation, and the 
book value of the securities was $200,- 
000, and the market value at the time 
of the distribution was $160,000, the 
credit allowed to the corporation for 
surtax purposes is limited to $160,000. 
But if the book value of these securi- 
ties was $125,000 and the fair market 
value was $160,000, the corporation 
would be allowed a credit of only 
$125,000. In either case, the total 
amount required to be reported by the 
stockholders as dividends received is 


$160,000, the fair market value. The 
corporation, therefore, may receive a 
credit which is less than the total 
amount required to be reported by the 
stockholders as dividends received ; but 
a corporation may never deduct more 
than the amounts so reported by the 
stockholders. However, tax saving 
possibilities for corporations for div- 
idends paid “in kind” will be dis- 
cussed and illustrated in the next 
article. 


LIMITATIONS OF DIVIDEND PAYMENT 
CREDITS 


Credits may be taken by corpora- 
tions for surtax purposes only for 
dividends actually paid during the 
year. Many corporations have followed 
the practice of declaring dividends 
during December, payable during the 
following January. If the company 
operates on a calendar year basis, this 
dividend will not be allowed as a de- 
duction during the year in which it is 
declared; but must wait until the next 
year during which the dividend was 
actually paid. 

If a corporation distributes dividends 
during any year in excess of its ‘‘ad- 
justed net income” as defined in the 
Revenue Act, such excess may be ap- 
plied as a credit against the “‘adjusted 
net income’’ of the next year, and to 
the extent that it exceeds the ‘‘adjusted 
net income” of that year, it may be 
deducted as a credit during the second 
following year. 

Credits for dividends paid are 
limited to distributions which are made 
pro rata among all of the stockholders 
of the same class. 

If a corporation had a written con- 
tract made before May 1, 1936, limit- 
ing the amount which could be dis- 
tributed as dividends, the amount so 
restricted may be applied as a credit 
against “adjusted net income’’ in de- 
termining the “undistributed net in- 
come’’ subject to surtax. 

Even if the ‘adjusted net income” 
of the current year is less than an ac- 
cumulated operating deficit at the be- 
ginning of the year, it seems that the 
“undistributed net income’’ is still sub- 
ject to surtax under the provisions of 
the Act. The effect of this will be 
shown in later illustrations. 
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REDUCTIONS FOR TAXES PAID OR 
ACCRUED 


Under the Revenue Act of 1936 the 
amount of normal tax paid or accrued 
by corporations is deductible in de- 
termining the “undistributed net in- 
come” subject to surtax. The excess 
profits tax imposed by the 1935 Act, 
paid or accrued, is deductible in com- 
puting the amount of excess profits 
tax. This, however, is not true of ex- 
cess profits tax imposed by the 1936 
Act. The surtax on “undistributed net 
income’ does not seem to be deducti- 
ble for the purposes of any of the so- 
called income taxes. 


SURTAX ON CORPORATIONS IM- 
PROPERLY ACCUMULATING 
SURPLUS 


In addition to other taxes imposed 
by the Revenue Act of 1936, there is 
also levied a further “Surtax on Cor- 
porations Improperly Accumulating 
Surplus.” If a corporation “is formed 
or availed of for the purpose of pre- 
venting the imposition of the surtax 
upon its shareholders . . . . through 
the medium of permitting earnings or 
profits to accumulate instead of being 
divided or distributed,” it is subject to 
this additional tax. 

The amount on which this tax is 
assessed is the statutory ‘‘retained net 
income.” From the “net income” of 
the corporation as defined in Section 
21 of the 1936 Act, the following 
items are deducted to determine the 
“special adjusted net income’’: 

(a) Federal income, war-profits, and 
excess-profits taxes paid or accrued 
during the year to the extent that they 
are not allowed as an ordinary ex- 
pense deduction under Section 23; 

(b) Charitable contributions in ex- 
cess of the 5 per cent. allowed as an 
expense deduction ; 

(c) Capital net losses in excess of 
the $2,000, allowed in determining 
“net income” under Section 21; 

(d) Particular deductions allowed 
to bank affiliates and national mortgage 
associations. 

From the “special adjusted net in- 
come” defined above the following de- 
ductions are made to arrive at the “re- 
tained net income” subject to the 
“surtax on improper’ accumulations” : 
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(1) Credit for dividends paid dur- 
ing the year; 

(2) Amount restricted from div- 
idend payments under the 
terms of a written contract 
dated prior to May 1, 1936. 


CLASSIFICATION AND RATES 


Corporations subjected to the tax 
for improper accumulations are di- 
vided into two groups, namely, cor- 
porations subject to surtax on undis- 
tributed net income under Section 14 
of the 1936 Act, and those not subject 
to the tax provided in that Section. 

The rates applying to corporations 
subject to tax under Section 14 are: 


15% of “retained net income” up 
to $100,000, plus 

25% of “retained net income’ in 
excess of $100,000. 


On corporations not subject to sur- 
tax on undistributed net income under 
Section 14, the rates are as follows: 


25% of retained net income up to 
$100,000, plus 

35% of retained net income in ex- 
cess of $100,000. 


Under Section 102 of the Act share- 
holders may include their entire pro 
tata shares of the ‘“‘retained net in- 
come’ as described above in their 
personal returns, the same as members 
of a partnership. On that basis the 
corporation may avoid the “‘surtax on 
improper accumulations.” The further 
condition is imposed that 90 per cent. 
of the “retained net income’ must be 
included in the income of shareholders 
other than corporations. In other 
words if more than 10 per cent. of 
the stock is owned by one or more 
corporations, the privilege of paying 
the tax on the pro rata shares would 
not be available. 


CaPITAL STOCK TAX AND EXCESS 
PROFITS TAX 

The rate of capital stock tax was 
changed from $1.40 a $1,000 imposed 
by the Revenue Act of 1935 back to 
$1.00 for each full $1,000 under the 
1936 Act. Corporations were allowed 
to declare a new value in the 1936 
Capital Stock Tax Return. But under 


the terms of the Act this declared 
value can be modified in the future 
only by and to the extent of actual 
transactions, such as, operating profits 
and losses, dividends paid, new issues 
of capital stock, and the like. 

Excess profits tax is conditioned 
upon the ‘‘adjusted declared value” of 
capital stock of the corporation, and is 
determined as follows: 


Excess Profits 
Taxable Earnings Tax Rate 


10% of declared value of capital 


stock Exempt 
From 10% to 15% of declared 
value 6% 


Over 15% of declared value - 12% 


The constitutional validity of these 
provisions is now being tested in 
Court. The Federal District Court of 
Kentucky recently handed down a 
vigorously worded decision that a tax 
provision which does not permit courts 
to change capital stock valuations even 
though the Commissioner and tax- 
payer knew they were wrong when 
made violates the Constitution. Pre- 
sumably the case might be taken to 
higher Courts for final determination. 


UNFAIRNESS OF EXcCEss PROFITS TAX 
PROVISIONS 


Excess profits tax may be avoided 
under the terms of the 1936 Act only 
by declaring a value of ten times maxi- 
mum future earnings as defined by the 
law. Business men are placed in the 
position by this law of being forced 
to attempt to look into the future, 
estimate future earnings in the best 
way they can, and declare a value which 
will prevent the assessment of a heavy 
penalty in the form of an excess prof- 
its tax, even though the declared value 
may have no relation to the actual fair 
market value of the stock. 

The fairness of conditioning a 
heavy excess-profits tax upon an ar- 
bitrarily determined valuation for the 
purpose of an entirely different tax 
may be properly and sharply chal- 
lenged. 

It is particularly difficult for a new 
corporation which has operated only 
a few months to determine even ap- 
proximately what its future earnings 
will be, and protect itself from severe 
excess-profits tax assessments, while at 
the same time it must pay graduated 
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normal taxes and can not fortify itself 
for the future by accumulating a rea- 
sonable part of its surplus without 
being forced to face a punitive assess- 
ment of surtax on undistributed net 
income. 

It is also very difficult for many 
established organizations, under pres- 
ent unstable conditions, to estimate 
with a fair degree of accuracy what 
its future earnings, if any, will be. 


TAX ON “UNJjusT ENRICHMENT” 


The so-called tax on “unjust enrich- 
ment,” or ‘windfall’ tax imposed by 
Sections 501 to 506, inclusive, under 
Title III of the 1936 Act, although in 
general terms, is directed primarily 
against the unconstitutional AAA 
processing taxes shifted as follows: 


(1) Taxes shifted to vendees but 
not paid; 

(2) Taxes shifted by vendee for 
which he was reimbursed by 
vendors; 

(3) Refunds or credits for taxes 
shifted to others. 


The rate of assessment is 80 per 
cent. of the amount of the shifted 
taxes in all of these cases, or 80 per 
cent. of the net profits for the year, 
whichever is smaller. For example, 
if the shifted taxes for the year 
amounted to $42,000 and the net 
profit for the year amounted to $30,- 
000, the 80 per cent. is imposed upon 
the lower amount of $30,000. But if 
the net profit was $42,000 or more, 
the 80 per cent. would be assessed on 
$42,000. 


RETURNS AND REFUND CLAIMS 

Returns are required from every 
person who may be liable for a tax, 
regardless of whether he is actually so 
liable or not. This includes every per- 
son against whom such a tax is im- 
posed but not paid, and every person 
who received a refund or reimburse- 
ment for such tax. This tax applies to 
taxable years ending as early as Janu- 
ary 31, 1935, and to all fiscal and 
calendar years thereafter during which 
such processing tax transaction oc- 
curred. 

In case of persons subject to the 
“windfall” tax who have filed claims 
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for the refunding of AAA taxes, the 
Commissioner may consider both the 
“windfall” tax and the refund claim 
as one case, and enter into a closing 
agreement with respect to both. Sec- 
tion 506 of the Act provides that in 
the absence of fraud or clerical error, 
the Commissioner’s action shall not 
be subject to judicial review, or to any 
other administrative action. 

Taxpayers are again confronted by a 
legislative effort to deprive courts of 
jurisdiction. This always creates doubts 
as to the constitutional validity of the 
actions of the sponsors of the legisla- 
tion. 


A NEw PRINCIPLE IN TAXATION 


The ‘‘tax on unjust enrichment” or 
so-called “windfall” tax imposed by 
Title III, Sections 501 to 506, inclu- 
sive of the Revenue Act of 1936 is an 
entirely new principle in taxation. Any 
levy which represents such a completely 
new principle in taxation, whether im- 
posed by Federal, state, or municipal 
government, will almost inevitably be 
challenged and brought into the high- 
est courts in order that its constitu- 
tional validity may be decided. 

Regardless of the merits of the con- 
tention that taxpayers who have prof- 
ited by the processing tax provisions 
of the Agricultural Adjustment Act 
should not be permitted to retain such 
“unjust enrichment,” the United 
States Supreme Court decided that this 
law was unconstitutional and, there- 
fore, the Federal Government had no 
right to levy these taxes in the first 
place. For the Government to be per- 
mitted to impose in an indirect way 80 
per cent. of a tax which it could not 
impose in a direct, constitutional way 
would put a premium on legislative 
subterfuge, and would permit the 
Government to accomplish unconstitu- 
tional acts by processes of indirection. 

It would, therefore, seem advisable 
that the “windfall” tax be paid under 
protest and a refund claim filed 
promptly; or, perhaps suits should be 
instituted in the Federal Courts to re- 
strain the collection of the taxes. This 
seems especially true in view of the 
provision of Section 506 of the Reve- 
nue Act of 1936 that, in the absence 
of fraud or clerical mistake, actions 


taken by the Commissioner of Internal 
Revenue in the cases designated shall 
not be subject to review by any agency 
or Court. 


CHANGES APPLICABLE TO 
INDIVIDUALS 


There are very few major changes 
in the 1936 Act which directly apply 
to individual taxpayers. For the first 
time, under the New Act, individuals 
are required to pay normal tax on 
dividends received in addition to in- 
dividual surtaxes. Under prior laws a 
married person who received $6,500 
from dividends, and no other income, 
was exempt from paying Federal in- 
come tax. Under the 1936 Revenue 
Act, he would have to pay tax as fol- 
lows: 


Income received from dividends $6,500 
Personal exemption 2,500 





Surtax net income 4,000 
Surtax exemption, $4,000. 
Less: Earned income credit (All 

income to the extent of $3,000 

is considered as earned income) 





10% of $3,000. 300 
Normal tax net income $3,700 
Normal tax at 4% 148 


No contributions or deductible ex- 
penses were considered for the pur- 
poses of this illustration. 


STOCKHOLDERS’ GAINS OR LOSSES 
ON COMPLETE DISSOLUTION OF 
CORPORATION 

Another new provision applying di- 
rectly to individuals relates to amounts 
received by stockholders in cases of 
complete dissolutions of corporations. 
Heretofore when the stockholders sus- 
tained losses upon the dissolution of 
corporations, only certain percentages 
of such losses were allowed, based 
upon the length of time the stock was 
held, in accordance with the Section 
relating to capital losses. But gains 
in such cases were subject to tax upon 
the full amount, and were not limited 
to the percentages recognized for 
capital gain purposes. 

One of the two unfair discrimina- 
tions in the above paragraph is cor- 
rected in the Revenue Act of 1936. 
Only the percentage of gain recog- 
nized by the capital gain Section is now 
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subject to tax in cases of complete dis- 
solutions of corporations. However, 
the inequitable discrimination of al- 
lowing only $2,000 of net capital 
losses while taxing all capital net gains 
still is included in the law. 

This article so far has dealt pri- 
marily with changes and new provi- 
sions of the Revenue Act as compared 
with prior laws, and has given very 
little attention to those provisions of 
the Act which re-enact the terms of 
prior laws. With the exceptions al- 
ready outlined, the net income of cor- 
porations, individuals, and other tax- 
payers is determined in substantially 
the same manner and include the same 
items of income and allowable deduc- 
tions as prior laws. 

A further analysis and outline of 
some tax-saving possibilities under the 
1936 Act will be discussed in the next 
issue of THE CONTROLLER. 


Secretaries of Controls 
Controllers Institute of America 


Chicago Control 
Puiu R. Gates, United States Cold 
Storage Corporation, 2101 West Pershing 
Road, Chicago. 

Cincinnati Control 
G. BAIN WaTERS, The Richardson Com- 
pany, Wyoming & Cooper Avenues, Lock- 
land, Cincinnati. 

Cleveland Control 
Lee H. pEForEST, The American Fork 
and Hoe Company, 1623 Euclid Avenue. 


Detroit Control 
ALVIN KropF, R. L. Polk & Company, 
431 Howard Street, Detroit. 


Los Angeles Control 
HERBERT T. SHORT, Bekins Van & Stor- 
age Company, 1355 South Figueroa 
Street. 

New England Control 
Davip R. ANDERSON, The Kendall Com- 
pany, Walpole, Massachusetts. 

New York City Control 
W. J. WitckENs, Empire Power Corpo- 
ration, 50 Church Street, New York City. 

Philadelphia Control 
R. C. CASSELBERRY, Sharp & Dohme, 
Inc., Broad & Wallace Streets, Philadel- 
phia. 

Pittsburgh Control 
JouHN L. GLENN, The Pittsburgh Coal 
Company, 1126 Henry W. Oliver Build- 
ing, Pittsburgh. 

San Francisco Control 
J. ELtswortH Brokaw, Crown-Zeller- 
bach Corporation, 343 Sansome Street. 

St. Louis Control 
E. J. CUNNINGHAM, Monsanto Chemical 
Company, 1724 South Second St., St. 
Louis. 








Additional Views As To Accounting 
For Undistributed Earnings Tax 


Many Controllers Express Opinion There Should Be No Direct Charge to 
Earned Surplus—Is Charge Directly Related to Year's Business and Should 
Appear as Separate Item in Income Account, According to Majority Opinion. 


 greagguaagenia expressions of opin- 
ion are presented here with re- 
spect to the uniform treatment in 
corporate accounts of accruals for the 
new Federal tax on undistributed cor- 
porate earnings. These are the views 
of the many controllers who responded 
to the invitation to discuss this ques- 
tion. Many letters appeared in the 
August issue of THE CONTROLLER. 
The letters that appear below were re- 
ceived too late for inclusion in that 
sym posium. These expressions of opin- 
ion will, it is believed, assist in clart- 
fying thought on this question. 
—THE EpITor. 


Interest in the question presented 
by President Rodney S. Durkee, of 
THE CONTROLLERS INSTITUTE OF 
AMERICA, as to the accounting treat- 
ment to be accorded accruals for the 
new Federal tax on undistributed cor- 
porate earnings, continues to grow in 
controllership circles. Additional re- 
plies to the question, first presented in 
the July issue of this magazine, and 
repeated in August, have been re- 
ceived. They are of exceptional in- 
terest, and present some new points of 
view which will undoubtedly be valu- 
able to controllers generally. The let- 
ters: 

By J. R. BACHMAN 
Amalgamated Sugar Company 


“It is my opinion that the new tax on 
undistributed corporate earnings should 
be shown separately on published income 
statements. My reason for this is that 
stockholders’ attention should be directed 
to tax burdens imposed upon corporate 
enterprises. If it were not for the psychol- 
ogy of directing attention to tax burdens, 
I would favor a direct charge to earned 
surplus.” 


By WILLIAM HERBERT CARR 
Yosemite Park and Curry Company 


“We are going to consider this tax as 
in the same class as income tax, but show 





THE QUESTION: 


A matter of interest to all control- 
lers is the uniform treatment of ac- 
cruals for the new tax on undistrib- 
uted corporate earnings. Should such 
taxes be included with the regular 
income taxes usually shown sepa- 
rately on published income state- 
ments, or should they be shown sepa- 
rately on the income statement, or 
possibly handled as a direct charge 
to Earned Surplus? 











it separately on all of our income state- 
ments. We feel that this is not only the 
best way to handle it from an accounting 
standpoint but that it is a good way in 
which to call it to the attention of all of 
our executives and stockholders. 

“It is my belief that corporations 
should make all possible use of their pub- 
lished statements and reports to call to 
the attention of their stockholders and 
the investing public at large the size and 
variety of taxes and reports with which 
we are being burdened today. This is one 
very definite way in which we can build 
up an attitude that will accumulate, and 
something definite can be done to cut 
down on the steady increase in taxes and 
expense of government. I am a firm be- 
liever in the fact that one of the best, if 
not the best way to arouse the individual 
is to bring to him the realization that his 
pocketbook is being seriously affected.” 


By THoMas L, EvaANs 


Weston Electrical Instrument Company 


“The question is clearly presented and 
I am certain there will be controversy in 
regard to the uniform treatment of this 
particular corporate tax item on Income 
Statements. 

“The Revenue Act of 1936 combines 
both normal tax on net income and surtax 
on undistributed profits. 


a. Normal Tax on Corporations is based 
on normal tax net income resulting 
from trading operations with varying 
rates from 8 per cent. to 15 per cent., 
viz: 

On normal tax net incomes not in 
excess of $2,000, 8 per cent.; 

$160 on normal-tax net incomes of 
$2,000; and on normal tax-net incomes 


in excess of $2,000, and not in excess 
of $15,000, 11 per cent in addition of 
such excess; 

$1,590 on normal-tax net incomes of 
$15,000; and on normal-tax net in- 
comes in excess of $15,000 and not in 
excess of $40,000., 13 per cent. in ad- 
dition of such excess; 

$4,840 on normal-tax net incomes of 
$40,000; and on normal-tax incomes in 
excess of $40,000, 15 per cent. in ad- 
dition of such excess. 

b. Surtax on undistributed profits is based 
on that portion of corporate net in- 
come which is not distributed to stock- 
holders in the form of dividends and 
remains in the Earned Surplus Ac- 
count. It is an entirely new tax on 
corporate income with varying rates 
from 7 per cent. to 27 per cent., viz: 

Seven per cent. of the portion of the 
undistributed net income which is not 
in excess of 10 per cent. of the ad- 
justed net income. 

Twelve per cent. of the portion of 
the undistributed net income which is 
in excess of 10 per cent. and not in ex- 
cess of 20 per cent. of the adjusted net 
income. 

Seventeen per cent. of the portion 
of the undistributed net income which 
is in excess of 20 per cent. and not in 
excess of 40 per cent. of the adjusted 
net income. 

Twenty-two per cent. of the portion 
of the undistributed net income which 
is in excess of 40 per cent. and not in 
excess of 60 per cent. of the adjusted 
net income. 

Twenty-seven per cent. of the por- 
tion of the undistributed net income 
which is in excess of 60 per cent. of 
the adjusted net income. 


As to corporations having an adjusted 
net income of less than $50,000, a specific 
credit is allowed equal to the portion of 
the undistributed net income which is in 
excess of 10 per cent. of the adjusted net 
income and not in excess of $5,000. If a 
corporation is entitled to this specific 
credit, its surtax on undistributed profits 
is the sum of the following: 

(a) A tax computed at the rates 
shown above upon the amount of the 
undistributed net income reduced by 
the amount of the specific credit, plus 

(b) 7 per cent. of the amount of 
specific credit. 


“It is the custom of some En§lish ac- 
countants in the treatment of undistrib- 
uted profits tax to charge this tax to 
Earned Surplus Account on the premise 
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that the tax is separate and apart from 
the normal tax on net income resulting 
from trading operations. As this tax can 
be regulated by action of the Board of 
Directors in the distribution through 
dividenls of the net earnings, it should 
not be confused with the net trading 
profit normal tax. 

“As a result of the surtax on undis- 
tributed profits, the New York Stock Ex- 
change forwarded a letter to all corpora- 
tions with securities listed upon the New 
York Stock Exchange, which reads: 

“Among the agreements executed with 
the Stock Exchange by most corporations 
which have securities listed thereon is one 
which in its latest form reads: 


‘and, in the publication of reports of 
earnings for any period of less than a 
fiscal year, to show net profits in the 
aggregate with the same degree of con- 
solidation as in the annual report and 
earnings per share after depreciation, 
depletion, income taxes and _ interest, 
estimating the proportionate amount of 
these items as accurately as may be if 
not finally determined at the date of 
publication.’ 


“Since the foregoing agreement was 
drawn, the Revenue Act of 1936 impos- 
ing a surtax on undistributed profits has 
been passed. 

“Corporations with securities listed on 
this Exchange which have entered into the 
foregoing agreement are hereby relieved 
from the necessity of including an esti- 
mate of the surtax on undistributed 
profits in the publication of interim 
statements. It is requested however that 
for 


ee 


‘at least the next year reports of in- 
terim earnings should definitely state 
that no deduction is made for such tax.’ 


“The foregoing refers to the ‘surtax on 
undistributed profits in the publication of 
interim statements’ without reference to 
the treatment of surtax in the annual re- 
port, indicating the final treatment re- 
mains a moot question. 

“For the purpose of accruing the ap- 
proximate surtax on accumulated undis- 
tributed profits covering each succeeding 
monthly period some knowledge should 
be available of anticipated dividend pay- 
ments, in addition to known dividend 
payments during the accounting period 
covered. Without knowledge what subse- 
quent dividend payments are anticipated 
the surtax calculated to the date of 
monthly closing may be completely out 
of line with that shown in the final clos- 
ing for the annual accounting period. It 
is a safe rule to work on known factors, 
therefore for internal operating informa- 
tion, as a guide to management, regard- 
less of Stock Exchange procedure in the 
publication of interim statements, I be- 
lieve an accrual of the surtax on undis- 
tributed profits for income statement and 
balance sheet purposes should be pro- 


vided, based upon the known accumulated 
adjusted net income at the close of any 
interim accounting period, from which 
the actual dividends paid shall be de- 
ducted, leaving in undistributed net in- 
come a balance upon which the estimated 
surtax on undistributed profits can be de- 
termined by applying the schedule rates, 
providing dividend payments do not ex- 
ceed the adjusted net income. With this 
information before management subse- 
quent dividend action can be intelligently 
decided upon. 

“The amount determined should be 
shown as a separate item under Liabil- 
ities in the Balance Sheet, and the pro- 
vision for the accrual deducted as a sepa- 
rate item from Adjusted Net Income in 
the Income Statement, after first having 
deducted Normal Income Tax from Net 
Income. 

“Were the estimated surtax to be 
charged against Earned Surplus the iden- 
tity of the item might be lost sight of in 
the Balance Sheet unless foot noted, as 
the analysis of this account is not usually 
shown in the Balance Sheet, but appears 
in the Income and Surplus Account anal- 
ysis. 

“When preparing the final Income and 
Balance Sheet statements for the fiscal or 
calendar year, all facts determining the 
surtax on undistributed profits will be 
known and the element of doubt arising 
throughout the year eliminated. 

“Using the hypothetical analysis for the 
published report I would show in the 
Balance Sheet under Liabilities, the com- 
bined Federal Income Taxes in this man- 
ner: 


Federal Income Tax—1936 
Normal Tax on Net Income $90,000 
Surtax on Undistributed 
Profits 60,000 
$ 150,000 





In the Income and Surplus Account statement: 
Earnings after deducting cost 

to manufacture (excluding 

Depreciation), repairs, sell- 

ing and administrative ex- 








penses $ 800,000 
Other Income . $50,000 
Less: Other Deductions 60,000 ; 
10,000 
Net Profit before de- 
ducting Depreciation 
and Federal Income 
Taxes 790,000 
Provision for Depreciation 175,000 
Net Profit before Federal 
Income Taxes 615,000 
Normal Federal Income Tax 90,000 
Net Profit before Surtax on 
Undistributed Profits 525,000 
Federal Income Surtax on 
Undistributed Profits 60,000 
Net Profit for Year 465,000 
Earned Surplus January 1, 
1936 900,000 
1,365,000 
Deduct: 
Dividends Paid—Cash 180,000 
Earned Surplus, December 
31, 1936, as shown on Bal- 
ance Sheet $1,185,000 
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By V. L. ELLiotr 
Atlantic Refining Company 

“We feel that such tax should be in- 
cluded in the regular income taxes of the 
company. 

“The petroleum industry has for sev- 
eral years followed the policy of show- 
ing the total taxes separately in the In- 
come Statement. This includes taxes of 
all kinds. It might be a good idea for all 
companies to show their total tax bills 
separately in their public Income State- 
ment, to make their stockholders realize 
what the burden is.” 


By JOHN R. FINCHER 
Fairmont Aluminum Company 


“My thought is that the nature of the 
tax might be considered as the determin- 
ing factor. It seems plain in the text of 
the law that while this tax is measured by 
the amount of earnings retained in busi- 
ness, no tax results if such earnings are 
distributed to the stockholders; therefore, 
the tax is a penalty for failure to distrib- 
ute earnings. Because of this fact I be- 
lieve it should not be charged against op- 
erations for the year in any form, but 
should be charged directly to earned sur- 
plus.” 


By CuHarLes F. SCULLY 
General Candy Corporation 


“Our statements have always shown re- 
serve for Federal and New York taxes in 
a lump amount. The addition of the new 
tax liability because of undistributed corpo- 
rate earnings will not change our proce- 
dure. 

“We will, however, change the title and 
show the inclusion of such taxes in the 
total.” 


Additional Comments 
The letters that follow are from 


controllers who preferred that their 
names be not mentioned. 


Must MAINTAIN COMPARATIVE VALUE 
OF STATEMENTS 

“It appears to the writer that to treat 
it as a regular deduction from income 
would not be proper inasmuch as it is not 
based primarily on income, but rather upon 
the dividend policy of the corporation and 
for this reason a change of dividend policy 
would destroy the comparative value of 
yearly income statements. Therefore, it 
would seem that the logical place for this 
tax would be in the earned surplus state- 
ment wherein the earnings for the year 
would be displayed first and from which 
would be deducted the dividends, and then 
the tax would be deducted from the net 
amount of those two, the balance being 
added to earned surplus. 

“Inasmuch as the tax is based on the 
dividends distributed, it would probably 
be easier for stockholders to understand the 
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deduction at that point on the statement 
more readily than if it were merged in the 
regular income statement with the other 
forms of tax. It may be desirable, how- 
ever, for the income statement to indicate 
clearly that it is stated before a deduction 
for the undistributed profits tax.” 


INCLUDE IN INCOME STATEMENT 


“I am of the opinion that on published 
income statements (other than interim 
statements) the surtax on undistributed 
earnings should be shown separately on 
the income statement immediately follow- 
ing the federal normal tax. While there 
may appear to be some justification for 
handling this surtax as a direct charge to 
earned surplus, I believe sound accounting 
would dictate that this tax be included in 
the income statement. After all this surtax 
is just another form of tax relating to the 
results from operations for the year, the 
income statement of which is intended to 
reflect the actual results. 

“Referring to the interim quarterly state- 
ments which this corporation renders, our 
statements bear the following notation: 


‘Before provision for federal surtax on 
undistributed profits.’ 


“Before closing our records for the year, 
however, we will set up an accrual for any 
surtax on undistributed profits.” 


SHOw CHARGE AS SEPARATE ITEM 

“It is my belief that the preferable method 
is to show this surtax charge as a separate 
item deducted from profit after normal in- 
come taxes in somewhat the following man- 
ner: 


Net profit before income taxes....... $0000 000 
Provision for Federal and state in- 


come taxes on profits earned....... 000 000 
Net profit before Federal surtaxes 

on undistributed profits............. $0 000 000 
Provision for estimated Federal sur- 

taxes on undistributed profits...... 000 000 
REE HEE MONE atin gaedonceowinees oes $0 000 000 


“This surtax is certainly a sufficiently 
important and severe charge to justify its 
being set out separately. In my opinion 
stockholders are entitled to know and man- 
agements should show them the drastic 
extent to which their equity in the com- 
pany is being reduced by this most unusual 
tax law. 

“The amount of surtax paid is so closely 
related to working capital trends and re- 
quirements for accumulated earnings in the 
business that a clear and intelligent pres- 
entation of the company’s operating and 
financial performance in financial _ state- 
ments would make it necessary to set this 
surtax out separately. This handling is 
also desirable in that it makes a comparison 
with the prior year on as true a basis as 
possible. 

“It is probable that in many cases the 
amount of the tax cannot be accurately 
determined for mid-year statements as the 
annual dividend disbursements cannot be 
definitely known until the end of the year. 


In such cases, the amount should be stated 
on an estimated basis with an explanatory 
statement to the effect that it is subject to 
adjustment at the end of the year. 

“The handling of the tax as a direct 
charge to surplus might in theory receive 
some support, but in practice this disposal 
of the item is not satisfactory. This charge 
reduces the return accruing to stockholders 
in exactly the same manner as any other 
expense item. The place for such items is 
in the profit and loss amount. Except in a 
most unusual case the net profit shown on 
the income statement, less dividend pay- 
ments, should represent the period’s change 
in the surplus account. Final net profit for 
the year cannot be ‘final net’ unless this 
surtax is shown as a-profit and loss charge. 

“The motive back of handling the item 
as a surplus charge does not appear to be 
commendable. Treating it as a separate 
profit and loss item is certainly not the 
easiest or most pleasant method either from 
the management’s or from the stockholder’s 
viewpoint. However, this is the most 
simple, forceful and clear way to show the 
effect of this charge on the stockholders’ 
equity in the company. The actual effect 
and severity of the tax should not be mini- 
mized by any other handling.” 


Not CHARGE AGAINST EARNED SURPLUS 


“By reasoning on this question by the 
method of elimination it would appear 
quite obvious that this is not a proper 
charge against Earned Surplus, as this tax 
is a tax on the current year’s earnings. It 
is true that the tax applies only to that 
portion which would normally be credited 
to Surplus, but nevertheless it is a tax on 
a portion of the current year’s earnings 
and my contention would be that there is 
no credit to Earned Surplus until after this 
tax accrual has been deducted. 

“To show this tax accrual as a separate 
item on the current earnings statements, 
distinct from the normal income tax, would 
generally bring no serious objection. How- 
ever in many cases it would tend to dis- 
close a definite matter of policy which 
might not be desirable and furthermore, to 
show it separately on a condensed pub- 
lished statement might tend to lay em- 
phasis on an item which would normally 
not warrant two separate captions, namely 
Income Tax and Undistributed Earnings 
Tax. 

“As this undistributed earnings tax is, 
in my estimation, a tax on the current 
year’s earnings, even though it is calcu- 
lated on a portion of those earnings, I 
would contend that this tax should be 
grouped together with the regular income 
tax and should be shown in that manner 
on published income statements. The cap- 
tion, of course, should be changed to 
read in an appropriate manner, such as 
“Income and Undistributed Earning Taxes.” 


SHOULD BE ACCRUED AT YEAR’S END 


“For what it may be worth, my first im- 
pression has been as follows: 
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“1, That the tax should be accrued in 
year-end accounting, but obviously can- 
not be currently provided for in quar- 
terly or monthly computations unless 
there is an established policy of fixed 
dividends—which, of course, would be 
extremely unusual. 

“2. That the tax should be shown in in- 
come statements separately from other 
Federal income and profit taxes be- 
cause of its relation to dividend policy. 
Stockholders should be advised clearly 
what the cost is of accumulating sur- 
plus. 

"3, That the tax should be charged in the 
income division of financial statements 
as it is based on current year’s earn- 
ings.” 


COMBINE WITH REGULAR INCOME TAX 


“I am of the opinion that the new tax on 
undistributed corporate earnings should be 
treated similarly to corporation income taxes 
and be shown on published balance sheet as 
a lump sum combined with the regular in- 
come tax. 

“I have discussed this matter with mem- 
bers of our Controller’s Department and 
it is the concensus of opinion that this 
would be desirable, because if shown sep- 
arately it might invite criticism on the 
part of share holders who would differ with 
the management’s decision that resulted in 
a tax, as against a full declaration of 
earnings.” 


SHow EARNINGS BEFORE TAX 


“We have noticed in several published 
statements that quite a few companies have 
shown earnings with the qualification that 
it did not include provision for the Fed- 
eral Tax on undistributed profits. We be- 
lieve this is the only thing they could do 
this early in the year, and of course there 
is a further complication in this connec- 
tion, in states where there are income taxes, 
as to the provision therein and whether the 
Federal Tax is a charge before computing 
the State taxes—also, the reverse question. 

“The only safe way we see for con- 
trollers and financial officers generally is to 
submit a memorandum to the chief execu- 
tive and directors, containing tables as to 
the possible effect of these taxes at differ- 
ent amounts of earnings; also estimating 
the possible amount of earnings and the 
dividend payments compared thereto, and 
the taxes that would arise under present 
policies and under various amounts of divi- 
dend payments. 

“There are major financial and corporate 
policies involved in this tax question and, 
dependent on the status of the particular 
officers who have to consider them, they in 
most cases will be in a position merely to 
bring out the considerations applying and 
such facts as are available—and in such 
light that the effects of various policies 
will at least be brought before directors. 

“The present policy, and since passage 
of the law, appears to be to publish such 
earnings and figures with the statement that 
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it is before the tax on undistributed earn- 
ings; and until later in the year when more 
correct estimates of earnings, volume of 
business, and other considerations are avail- 
able, this appears to be about as good a 
practice as any.” 


WouLp Distort “EARNINGS PER SHARE” 
STATEMENT 

“I believe that the accrual should not be 
included with the regular tax on income. 
The inclusion of this item with the regular 
tax provision would, in my opinion, make 
the financial statements incomparable and 
in addition would distort the statement of 
earnings per share on capital stock. 


“I am of the opinion that the Supreme 
Court of the United States will eventually 
hold this item unconstitutional, but pend- 
ing that time I believe that the accrual on 
undistributed earnings should be charged 
direct to Earned Surplus.” 


STOCKHOLDER WANTS To KNow 

“My opinion in the matter is that these 
taxes should be shown separately on the 
Income Statement. The reason for this 
expression: is that I think the interested 
stockholder will want to know specifically 
what this tax is costing him. Under no 
circumstances would I charge this to earned 


surplus, for the reason that it is an item 
applicable to the current year.” 


INCLUDE WITH OTHER TAXES 


“It is my view that the tax should not be 
shown as a separate item in the published 
income account, but should be included 
with other Federal and state income taxes. 
It does not appear to me that the tax on 
undistributed earnings should be treated 
as a direct charge to earned surplus for 
the reason that it is an item which arises 
on account of earnings for the year and 
should therefore, in my opinion, be treated 
as a charge against the year’s income and 
not as a direct charge to earned surplus.” 


Unemployment Tax Rate in Washington 
Depends on Reserve Board’s Index 


Third Section of Code of Procedure of Continental Can Company, Inc., for Compliance 
with Social Security Measures—Detailed Instructions Given by Comptroller to Account- 
ants and Others, Covering Record Keeping, Computing Tax, Reporting and Accounting. 


HIS is the third article, and the 

last, in a series made possible by 
Mr. J. S. SNELHAM, comptroller of 
Continental Can Company, Inc., who 
graciously gave permission to publish 
the substance of the code of procedure 
which he set up for the guidance of 
his accountants and others, in comply- 
ing with the Federal and state unem- 
ployment insurance laws. The specific 
information contained in this code with 
respect to procedures to be followed in 
record keeping, computing taxes, ac- 
counting, and reporting, has proved to 
be not only interesting but of great 
value to many who are concerned with 
these problems. It is felt that publica- 
tion of this material has contributed to 
clear thinking, and to the setting up of 
simple, orderly processes, which will 
enable controllers generally to carry 
this responsibility with greater ease 
than was thought possible when the 
laws were first enacted, and regula- 
tions promulgated. 

—THE EpIiror. 


The unemployment insurance law 
of the state of Washington, and the 
record keeping, accounting, and re- 
porting procedures to be followed 
under it, are covered thoroughly in the 


code of instructions prepared by Mr. 
J. S. Snelham, comptroller of the Con- 
tinental Can Company, Inc., for the 
guidance of his company’s accountants 
and others. 

The Washington Unemployment In- 
surance Law, Mr. Snelham’s instruc- 
tions point out, is Chapter 145, Laws 
of 1935, approved March 21, 1935, 
and effective in the State of Washing- 
ton from and after the enactment date 
of the Wagner-Doughton Bill. 

Note:—The Federal Social Security Act 
became law on August 14, 1935, hence the 
law in respect of the State of Washington 
automatically became operative. 


EMPLOYERS SUBJECT TO THE ACT 

Every person, partnership, associa- 
tion, corporation, whether domestic or 
foreign, or the legal representative, 
trustee in bankruptcy, receiver, or trus- 
tee thereof, or the legal representative 
of a deceased person who or whose 
agent or predecessor in interest has 
employed at least four persons in em- 
ployment subject to this act within 
each of thirteen or more calendar 
weeks in the year 1935 or any subse- 
quent calendar year: Provided, that 
such employment in 1935 shall make 
an employer subject on January 1, 


1936, and such employment in any 
subsequent calendar year shall make 
a newly subject employer subject for 
all purposes as of January first of the 
calendar year in which such employ- 
ment occurs. 


EMPLOYER'S CONTRIBUTIONS 


On and after the first day of Janu- 
ary, 1936, contributions shall accrue 
and become payable by each “em- 
ployer” then subject to the Act. The 
contributions required hereunder shall 
be paid by each “employer” in such 
manner and at such times as the Com- 
mission may prescribe. 

The contributions regularly payable 
by each “employer” shall be an amount 
equal to three per cent. of his payroll, 
except as otherwise provided in this 
Act. 

1936 and 1937 Contributions pay- 
able by each ‘employer’ shall be de- 
termined as follows: (a) if the Fed- 
eral Reserve Boatd’s adjusted index of 
total industrial production averages, 
for the year ending September 30, 
1935, not more than 84 per cent. of 
its average for the years 1923-25, in- 
clusive, the Commission shall certify 
that fact to the Secretary of State, and 
each “employer” shall contribute for 
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the calendar year 1936 an amount 
equal to one per cent. of his payroll; 
(b) if such index averages, for such 
year, more than 84 per cent. but less 
than 95 per cent. of such earlier aver- 
age, such fact shall be so certified, and 
each “employer” shall contribute for 
the calendar year 1936 an amount 
equal to 2 per cent. of his payroll; 
(c) if such index averages, for the 
year ending September 30, 1936, not 
more than 84 per cent. of such earlier 
average, such fact shall be so certified, 
and each “employer” shall contribute 
for the calendar year 1937 an amount 
equal to one per cent. of his payroll, 
except that in no event shall the meas- 
ure of contributions for the calendar 
year 1937 be less than the measure of 
contributions for the calendar year 
1936; (d) if such index averages, for 
the year ending September 30, 1936, 
more than 84 per cent. but less than 
95 per cent. of such earlier average, 
such fact shall be so certified, and each 
employer shall contribute for the calen- 
dar year 1937 an amount equal to 2 
per cent. of his payroll, except that in 
no event shall the measure of con- 
tributions for the calendar year 1937 
be less than the measure of contribu- 
tions for the calendar year 1936. 

For 1938 and thereafter, the rate 
payable by each “employer” will be 
3 per cent. except that in the year 1941 
and in each calendar year thereafter, 
the Commission shall classify ‘‘em- 
ployers” in accordance with the actual 
contributions and benefit experience, 
and shall determine for each ‘“‘em- 
ployer” the rate of contributions which 
shall apply to him throughout the cal- 
endar year, pursuant to said experience 
and classification. The minimum con- 
tributions thus payable to the fund 
shall in no case amount to less than 
2 per cent. on the “employer's” pay- 
roll, and the average contribution rate 
of all “employers” shall be approxi- 
mately 3 per cent. on payroll for any 
calendar year. 


EMPLOYEE CONTRIBUTIONS 
Beginning January 1, 1936, each 
employee employed by an “employer” 
subject to this Act shall contribute to 
the fund one per cent. (1%) of his 
wages. Each “employer” shall be re- 
sponsible for withholding such con- 


tribution from the wages of his em- 
ployees, shall show such deductions on 
his payroll record, and shall transmit 
all such contributions to the fund pur- 
suant to general Commission rules. 


BENEFITS 

Payments of Benefits: After contri- 
butions have been due under this Act 
for two years, benefits shall become 
payable from the fund to any em- 
ployee who thereafter is or becomes 
unemployed and eligible for benefits, 
based on his weeks of employment as 
defined in this Act, and shall be paid 
through the employment office at such 
times and in such manner as the Com- 
mission may prescribe. 

Weekly Benefits for Total Unem- 
ployment: An employee totally unem- 
ployed and eligible in any week shall 
be paid benefits computed to the near- 
est half-dollar at the rate of fifty per 
cent. of his full-time weekly wage, 
with maximum benefits of $15.00 per 
week. 

Weekly Benefits for Partial Unem- 
ployment: An employee partially un- 
employed and eligible in any week 
shall be paid sufficient benefits so that 
his week’s wages and any other pay 
for personal .services, including net- 
earnings from self-employment and 
his benefits combined will be one dol- 
lar more than the weekly benefits to 
which he would be entitled if totally 
unemployed in that week. 

Ratio of Benefit Week: The aggre- 
gate amount of benefits an employee 
may at any time receive shall be lim- 
ited by the number of his past weeks 
of employment against which benefits 
have not yet been charged hereunder. 
Each employee's benefits shall be thus 
charged against his most recent weeks 
of employment available for this pur- 
pose. Each employee shall receive 
benefits in the ratio of one-quarter 
week of total unemployment benefits, 
or an equivalent amount, as deter- 
mined by general Commission rules, 
of benefits for partial unemployment 
or for partial and total unemployment 
combined, to each week of employ- 
ment of such employee occurring with- 
in the one-hundred and four (104) 
weeks preceding the close of the em- 
ployee’s most recent week of employ- 
ment. 
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Maximum Duration of Benefits: 
Benefits are payable on the basis of 
past weeks of employment but are 
limited to fifteen (15) weeks within 
any fifty-two (52) consecutive weeks. 

Eligibility for Benefits: In order to 
be eligible for benefits, an employee 
must have to his credit forty (40) 
weeks of employment out of the pre- 
ceding one-hundred four (104) weeks 
or twenty-six (26) weeks out of the 
preceding fifty-two (52) weeks. 

Availability-Registration: This Act 
contains the usual provision relative to 
availability and registration. An em- 
ployee shall not be eligible for bene- 
fits unless he is physically able to 
work and available for work. To 
prove such availability for work, every 
employee partially or totally unem- 
ployed shall register for work and 
shall file claim for benefits at the em- 
ployment office, in such manner as the 
Commission may by general rule pre- 
scribe. No employee shall be eligible 
for benefits for any week in which he 
fails without good cause to comply 
with such requirements. A copy of 
the Commission’s rules covering such 
requirements shall be furnished by it 
to each “employer,” who shall inform 
his employees of the terms thereof 
when they become unemployed. 

Waiting Period: A waiting period 
of six (6) weeks in fifty-two (52) is 
required. Benefits shall be payable to 
an employee only for his weeks of un- 
employment occurring subsequent to a 
waiting period whose duration shall be 
an aggregate of six (6) weeks within 
the fifty-two (52) weeks preceding the 
start of any given weeks of unemploy- 
ment. Weeks in which the employee 
is ineligible because of lack of avail- 
ability or registration, trade disputes, 
voluntary leaving, discharge for mis- 
conduct and refusal of suitable em- 
ployment shall not be counted toward 
the required waiting period. 

Refusal of Suitable Employment: 
An employee eligible for benefits is 
required to accept suitable employment 
when available. If such employee fails, 
without good cause, to apply for or 
accept suitable employment he becomes 
ineligible for benefits for the current 
week and for the three (3) succeeding 
weeks. Furthermore, the benefits other- 
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wise due for those weeks are charged 
against his most recent weeks of em- 
ployment, and his maximum weeks of 
benefits are reduced to that extent. 

Discharge for Misconduct: An em- 
ployee discharged for misconduct is 
not in the same category as an em- 
ployee who is idle because of lack of 
work, and the former is penalized for 
his negligence or incapacity. The dis- 
charged employee becomes ineligible 
for benefits for the current week and 
for from eight (8) to sixteen (16) of 
the succeeding weeks as determined by 
the Cornmission. These weeks are 
charged against the employee both as 
to benefits and maximum weeks. 

Voluntary Leaving: If an employee 
voluntarily and without good cause 
terminates his employment, he is in- 
eligible for benefits during the cur- 
rent week and for eight (8) succeed- 
ing weeks, and the benefits otherwise 
for those weeks are charged against his 
most recent weeks of employment. 

Strikes: Lack of employment be- 
cause of strikes does not make the em- 
ployee eligible for benefits. An em- 
ployee shall not be eligible for benefits 
for any week in which his total or 
partial unemployment is directly due 
to a labor dispute still in active prog- 
ress in the establishment in which he 
is or was last employed. 

Seasonal and Irregular Industries: 
There is no special provision. 

Part Time Employment: There is no 
special provision. 

Assignment and Exemption: Bene- 
fits which are due or may become due 
under this Act shall not be assignable 
before payment, but this provision 
shall not affect the survival thereof; 
and when awarded, adjudged, or paid 
shall be exempt from all claims or 
creditors, and from levy, execution, 
garnishment and attachment or other 
remedy now or hereafter provided for 
recovery or collection of debt, which 
exemption may not be waived. 


QUESTIONS AND ANSWERS 


Q. 1. How does the Washington 
unemployment insurance law pro- 
vide for unemployment insurance? 

A. The Washington Act provides 
for the levy of a payroll tax on all 


employers of four (4) or more em- 
ployees employed within the State in 
each of thirteen (13) weeks during 
the calendar year; also for a levy on 
the earnings of individual employees 
employed within the State. 


Q. 2. What is the rate of the tax 
levied against employers? 

A. The contributions regularly 
payable by each employer shall be 
three (3) per cent. of his payroll, ex- 
cept that the contributions for 1936 
and 1937 are to be determined on 
the basis of the Federal Reserve 
Board’s adjusted index of total indus- 
trial averages. If the Board’s ad- 
justed index of industrial produc- 
tion for the year ending September 
30, 1935, averages not more than 
eighty-four (84) per cent. of its av- 
erage for the years 1923-1925, the 
contribution for the calendar year 
1936 shall be one (1) per cent.; but 
if such index averages more than 
eighty-four (84) per cent. but less 
than ninety-five (95) per cent. the 
contribution for 1936 shall be two 
(2) per cent. The rates for 1937 are 
based on the similar computations 
for the year ending September 30, 
1936, except that in no event shall 
the measure of contributions for 
1937 be less than the measure of con- 
tributions for 1936. 

The Federal Reserve Board’s ad- 
justed index of total industrial pro- 
duction averages for the year ending 
September 30, 1935, is shown in the 
following monthly averages: 


Per Cent. 

October, “1994.0 hoo. he 74 
November, 1934.......... 7 
December, 1934........... 86 
January, 1935..........4.. 91 
Pebeuary, 1935..1 2000000 89 
Matele 19S %s. . cei sidiscoesinie.c's 88 
Apel, 1999. ..ccccsevestee 86 
We MONE sy ciaiewinsceces 85 
a...) eer 86 
PU. T9GF ce ceva ceiness 86 
Amgmat, 1995. 2 ses ccceces 87 
September, 1935. .......++. 89 

pi err ree 85.167 


From the above it will be seen that 
the employer contribution rate for 
1936 is two (2) per cent. 
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Q. 3. What is the rate of tax 
levied against employees? 


A. Each employee shall contribute 
one (1) per cent. of his wages. Each 
employer shall be responsible for 
withholding such contribution from 
wages of his employees. 


Q. 4. What wages and salaries are 
subject to the Washington Unem- 
ployment Insurance Payroll Tax? 

A. First: All forms of remunera- 
tion for employment are subject to 
the tax, including rent, board or 
other items in lieu of wages. This 
includes the salaries of officers as 
well as employees and the commis- 
sions paid salesmen. 

Second: The total amount of the 
wage or salary is subject to the tax, 
no matter how large it may be. 


> 


Q. 5. What constitutes “wages’ 
which are subject to this tax? 

A. “Wages” as defined under the 
Washington Unemployment Insur- 
ance Act, means every form of re- 
muneration for employment received 
by a person from his employer, 
whether paid directly or indirectly 
by the employer, including salaries, 
commissions, bonuses, and_ the 
reasonable money value of board, 
rent, housing, lodging, payments in 
kind, and similar advantages. 


Q. 6. When an employee receive: 
his regular pay while on vacation, 
should such vacation pay be in- 
cluded with the taxable payroll? 

A. The definition of “wages” does 
not specifically mention “vacation 
pay,” but such pay very likely would 
be considered within the scope of the 
broad phase, “every form of remu- 
neration for employment.” 


Q. 7. Are “sick benefits” subject 
to the payroll tax? 

A. The Act contains no specific 
provision relative to such benefits 
unless such payments may be in- 
cluded in the broad terms discussed 
in the answer to Question 6 above. 


Q. 8. Should discounts given to 
employees on purchases or discounts 
obtained for emnloyees by reason of 
the corporation’s purchasing power 
be considered as “wages’’? 
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A. There is no specific provision 
in the Act and discount courtesies to 
employees would not seem to come 
within the term “wages.” (See an- 
swer to Question 5.) 


Q. 9. Should premiums paid, by 
an employer, for group insurance for 
employees be considered as “wages” 
under the Washington Act? 

A. No official ruling has been 
handed down regarding this ques- 
tion as governed by the Washington 
Act. An unofficial interpretation in- 
dicates that such premiums should 
be considered as “remuneration” and 
therefore be taxable both as con- 
cerns employers and employees. In 
an official opinion handed down by 
the Attorney General of the State of 
California, regarding the same ques- 
tion, he ruled as follows: 

“Premiums paid by an employer for group 
insurance for employees should not be con- 
sidered as forming a part of ‘wages’ paid. 
The United States Bureau of Internal Reve- 
nue has ruled such premiums do not con- 
stitute additional compensation to em- 
ployees whose lives are insured and are, 
therefore, not required to be returned as in- 
come by such employees. The reasoning ex- 
pressed in the order referred to is equally 
applicable to the consideration of group in- 
surance premiums by your Commission.” 


Under the conditions discussed 
above, until such time as an official 
ruling is handed down by the Wash- 
ington Commission, we shall not 
consider such premiums paid as com- 
pensation to employees. 


Q. 10. Are “pension payments” to 
be considered as a part of the taxable 
payroll? 

A. No. Pension payments are 
generally not considered to be wages 
but, because of the broad definition 
of “wages” in this Act, it is difficult 
to determine whether or not pension 
payments are within the definition. 
The definition does not mention the 
calendar year, and so is not restricted 
to current employment, and con- 
tains the words “similar advantages,” 
the full purport of which is not en- 
tirely clear. It may be said, however, 
that in considering the Act in its 
entirety, pension payments should be 
excluded and such was the legislative 
intent. 


Q. 11. Must a tax be paid on 
wages paid in 1936 for employment 
in 1935? 

A. No. The contributions are 
payable for the calendar year and 
“payroll” means the total amount of 
wages payable by the employer to his 
employees commencing with wages 
payable for employment occurring 
after the employer becomes newly 
subject to this Act. The use of the 
word “payable” leads to the conclu- 
sion that contributions are to be com- 
puted on the accrual basis rather 
than the cash basis. Wages earned 
during the last two weeks of Decem- 
ber, 1935, but not paid until January, 
1936, are not subject to contributions 
for 1936. 


Q. 12. Is “casual labor” exempt 
under this Act? 

A. No. There is no specific ex- 
emption in favor of casual labor if 
the employer otherwise qualifies un- 
der the Act. 


ACCOUNTING 


The tax rate on employers in te- 
spect of the State of Washington Un- 
employment Insurance is based on the 
entire payroll and is as follows: 

Two per cent. for the calendar year 
1936. 

The tax rate for subsequent years 
will be advised when and as deter- 
mined. 

The tax rate on employees in respect 
of the State of Washington Unemploy- 
ment Insurance is based on the wages 
earned by such employees, and is as 
follows: 

One per cent. for the calendar year 
1936 and thereafter. 


EMPLOYER’S CONTRIBUTION 


When the gross amount (before 
any deductions) of a weekly, semi- 
monthly or monthly payroll has been 
ascertained, a computation will be 
made at the prevailing rate. 

The following entry will then be 
made: 

Charge: Acct. No. 835— 

Washington State Un- 

employment Insur- 
ance Tax \ ee 


Credit: Acct. No. 235— 
Reserve for Washington State 
Unemployment Insurance Tax ............. 
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To record the amount of tax accrued in 
respect of the Washington State Unemploy- 
ment Insurance Tax at the rate of ........ % of 
the entire payroll fOr the ........scscscssesssssscsceseees 
CHAGE eciccccuncaaree nace 19:... 





EMPLOYEES CONTRIBUTIONS 


After the payroll has been made up 
showing the amount that each em- 
ployee has earned, it will be necessary 
to compute the employee’s contribu- 
tion to the State Unemployment In- 
surance Fund at the current rate. 

The contribution so arrived at will 
be noted in the space provided on the 
weekly Payroll and Time Sheet (Forms 
No. 1004 or No. 1005) in respect of 
employees on the factory weekly pay- 
roll, and in the column provided on 
the Salary Payroll, Form No. 1007, 
and will be a deduction from the em- 
ployees’ earnings. 

The entry necessary in this in- 
stance will be handled through the 
payroll distribution as follows: 
Charge: Operating Accounts— 

(Payroll Distribution)  $............. 

Credit: Acct. No. 254— 

Accrued Wages Payable ; ere 
Credit: Acct. No. 248— 

Reserve for Employees’ Con- 

tributions to Washington 


State Unemployment Insur- 
ance Tax Bitisasssesee 
To record the amount of tax deducted 
from employees’ earnings in respect of their 
contributions to the Washington State Un- 
employment Insurance Fund. This tax is 
computed on individual earnings at the rate 
OF cscs Go LOLMBE esses tose acee ended 








JULY AND AUGUST 
ISSUES AVAILABLE 


is HE first article in this series 
of three dealt principally 
with the provisions of the Federal 
Social Security Act. It was pub- 
lished in the July, 1936, issue. 
The second article covered prin- 
cipally the details of the California 
Unemployment Insurance Act. It 
ap peared in the August, 1936, issue. 
In both articles the instructions 
for complying with these laws 
were given in detail, as promul- 
gated by Mr. J. S. Snelham, for 
his accountants and others. | 
Copies of both the July and Au- | 


gust issues are available. 
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| “Translation” of Foreign C 
ploy- 
a ranslation’ of Foreign Currencies 
Suggested as Proper Term 
— Standard Terminology Sought in Interest of Uniformity—Nine Different Methods of 
“a Phrasing Found in Reports of Companies Having Foreign Subsidiaries, in Describ- 
- ing Basis of Determination of Dollar Figures—Article by Mr. EpwIn F. CHINLUND. 
vill HE article that follows, from the used in about half the reports ex- for the word “into,” so as to say 
the pen of Mr. EDWIN F. CHINLUND, amined. It has also been used by the “converted in terms of U. S. dollars 
‘ms a member of the Board of Directors of | Securities and Exchange Commission _at”’ specified rates of exchange. Al- 
of THE CONTROLLERS INSTITUTE OF in defining the information to be — though this improves the clarity, it 
ay- AMERICA, was published in the Au- furnished in an application for an introduces a certain awkwardness 
on gust, 1936, number of The Journal of issue of securities. And yet this term due to the use of so many words. 
07, Accountancy, under the heading, is subject to misunderstanding be- The use of a word that may 
m- “Translation of Foreign Currencies.” cause the use of the same word in sometimes be ambiguous, that may 
It is reproduced here by permission of a very different sense is already well sometimes to some people convey a 
in- the author and of the editor of The established. wrong impression, is, of course, a 
the Journal of Accountancy. Everyone is familiar with the ex- blemish in any accounting report; 
—THE EpirTor. pression “converting other assets particularly so, if there exists any 
A few years ago consolidated re- into cash.” It does not mean “ex- alternative expression whereby the 
ports, embodying the operations of pressing them in terms of equivalent thought can be expressed exactly. I 
foreign subsidiaries, used to be pub- cash values.” It means disposing of have used “converted,” but, having 
a lished with little or no mention of the other assets and acquiring cash, had my attention drawn to the possi- 
how the problems of foreign ex- an actual change in the nature of ble ambiguity, I recognize that some 
change had been handled. But those the assets, and not a mere manner better substitute should be found. 
problems have grown in importance, of expressing values. Consequently Now is the time to find it, and to 
i, and both public demand and legal if one says: “The current assets of urge its adoption, for the terminol- 
a requirements now make it necessary foreign subsidiaries have been con- ogy is still in a state of flux. Usage 
ale to specify the basis on which the dol- verted into dollars at current rates has not yet crystallized. There is 
In- lar figures have been determined. The of exchange,” an ambiguity arises. still the chance, by raising the ques- 
is need for such explanation is com- What is the difference between con- tion among accountants, to avoid 
ate paratively new, and accountants verting them into dollars and con- having it crystallize on a term sub- 
led have not yet had time to study the verting them into cash? The word ject to such ambiguity. 


words available, so as to unite on a 
uniform terminology. 

In the explanations accompanying 
financial reports that involve trans- 
actions in foreign countries or in- 
clude foreign subsidiaries in a con- 
solidated statement, a wide variety 
of terms is now in use. In the an- 
nual reports of only a few leading 
companies the following terms were 
found: 


“converted” implies a change in the 
facts, and not merely a new presen- 
tation of the same facts. I think this 
is true of all the well established uses 
of the word “converted.” Even 
when applied to a pagan, the word 
strongly indicates that he has ceased 
to be a pagan, and has become some- 
thing else. 

There is an implied admission of 
this ambiguity in numerous annual 


As mentioned above, “converted” 
was the term most frequently used 
in the reports I have examined. The 
second in popularity was the term 
“stated at,” or “stated on the basis 
of.” For example: ‘The current as- 
sets of foreign subsidiaries have been 
stated on the basis of current rates 
of exchange.” In this assertion 
there is no ambiguity. There is no 
implication that any change has oc- 
curred in the nature of the assets 


, : f h 
Converted in terms of dollars at (specified rates of exc ange) themselves. The word fits exactly. 


Converted: ats. s<cccsesa von (specified rates of exchange) 
CEES TE RD ee ree (specified rates of exchange) But there are other examples where 
Stated on the basis of........ (specified rates of exchange) it fail fi 
| it fails to fit. 
| MAGGS ea cccccns oe asks (specified rates of exchange) 
Based: Upon’ ss. «che vess cxider (specified rates of exchange) If the rate of exchange at the date 
| CE oi civ een ks oc (specified rates of exchange) of the acquisition of a foreign sub- 
| Carried in this report at...... (specified rates of exchange) sidiary were used for the plant ac- 


Reduced to U. S. ae ified rat f h ; 
a EE A EE SG: SE aT count as of that date, and if subse- 


reports that go to the pains of sub- —_ quent construction each year had been 


Of these terms, the most frequent 
stituting the words “in terms of,” 


was “converted at”: in fact it was (Please turn to page 246) 




















Lifth Anmversary Section 


Chis Important Milestone Finds Controllers Institute 
Flourishing and Progressing 


EPTEMBER, 1936, marks the Fifth Anniversary of the beginnings of The Con- 

trollers Institute of America. Officers, directors, members, and many friends of 

the organization have helped to give suitable recognition to this important milestone, 
the most noteworthy thus far in the history of the organization. 


In the pages that follow will be found many tributes to, and analyses of, The Insti- 
tute and its work. The Fifth Annual Meeting on October 5, and 6, will be the occasion 
of additional recognition of ‘The Institute’s progress and standing. 


Says Mr. Ropney S. DurKEE, President of The Institute: 


“It has been an inspiration to read the many messages of commendation, and 
approval presented in the pages that follow. These tributes are appreciated. There 
is little that I can add to them. 


“Fortunately, there is no potentate of controllership who decrees that each and 
every one of our decisions shall be made within 
certain circumscribed limits. The controller’s 
work may well be thought of as the recordation and 
interpretation of the accumulated experiences of 
business men, continually changing and, we hope, 
constantly improving in scope and usefulness. 

“The Institute offers a most effective means for 
interchange of experiences, and its usefulness to 
individual members will inevitably be measured 
by the contributions of our unselfish members to 
the general welfare. 

“Tt is perhaps best that The Controllers Institute 
should cautiously feel its way through the maze of 
traditions, laws, regulations, opinions and other 
factors affecting the controller's work. I am pro- 
foundly grateful for the opportunity to serve our 
profession and I look forward eagerly to continu- 


ing benefits to all of us who are associated with this ettinnr & Hata 


work.” PRESIDENT 
Controllers Institute of America 
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Record of Controllers Institute’s 
Founding and Progress 


In Historical Vein, Details of Formation of Organization, Its Early Days, 
Its Ideals and Principles, Are Set Forth to Refresh Memories of Pioneers, 
to Inform Late Comers Among Members—By ARTHUR R. ‘TUCKER. 


The writer does not claim to be the 
first to conceive the idea of forming 
an organization of controllers. The 
idea was perhaps fifteen years old at 
the time the first steps looking to or- 
ganization of THE CONTROLLERS IN- 
STITUTE OF AMERICA were taken. Cer- 
tain it is that during the writer's five 
years of service as managing editor of 
an accounting publication, 1926-1931, 
letters were received frequently by that 
publication from controllers and exec- 
utive accountants indicating a real de- 
sire on their part for an organization 
of their own, separate and apart from 
all others in the field of accounting, 
and built on technical and professional 
lines. Further, these privately em- 
ployed executive accountants were dis- 
satisfied with their place in the pro- 
fession of accountancy, and with their 
opportunities to study their problems 
and improve their procedures. They 
were distinctly a neglected group, 
dominated almost completely by the 
well organized professional public ac- 
countants. 

It was reported vaguely that as far 
back as 1915 or 1916 the opinion was 
voiced at a meeting of accountants in 
a mid-western state that there should 
be an organization of privately em- 
ployed accountants. A definite effort 
was made by some one in Pennsyl- 
vania, perhaps eight to ten years before 
The Institute was founded, to form 
such an organization, but the effort 
failed. However, all the indications 
pointed to a growing need and desire 
for such an organization, which was a 
natural development in view of the 
growing importance of the position of 
controller. 

It will be noted that the idea of an 
organization of controllers came up 
through the accounting channel. Such 
an organization was thought of and 


described as “‘a second great division 
of the profession of accountancy.” The 
controllers had not had their organiza- 
tion long, however, before their 
thoughts had been clarified by discus- 
sion and study and they were forced 
to a realization that accounting and 
auditing were but parts of their work, 
and that controllership embraces a 
much wider field of work, and thus 
needs a higher degree of training and 
experience than is called for by ac- 
counting and auditing alone. THE 
CONTROLLERS INSTITUTE OF AMER- 
Ica has proceeded along that line. 


First STEP TOWARD ORGANIZATION 

It was on September 14, 1931, that 
the first step toward organizing THE 
CONTROLLERS INSTITUTE OF AMER- 
ICA was taken by the writer. That 
first step was in the form of a letter to 
the controller of one of the largest 
companies in the United States, who 
prefers that his name be not men- 
tioned in this connection, although he 
is a member of The Institute and has 
been since the fall of 1931. 

The writer outlined in that letter a 
plan for forming an organization of 
controllers, along exclusive lines, with 
carefully restricted membership, and 
asked the opinion of the controller 
addressed as to the feasibility of the 
idea. A luncheon conference between 
the two a day or two later served to 
bring out and crystallize additional 
features of the plan. The controller 
was not only sympathetic to the idea, 
he was strongly in favor of attempting 
to organize controllers. He advised 
seeking an expression of opinion to 
determine how controllers generally 
would receive a proposal for formation 
of an organization. The writer there- 
fore undertook to communicate with 
other outstanding men in this field. 


Letters were addressed to a list of 100 
carefully selected controllers, asking 
their views with respect to the plan. 
In selecting the controllers to be ad- 
dressed, geographical location and 
diversity of businesses were taken into 
consideration, likewise a fair mixture 
of very large, and medium sized, 
companies. Thus a good cross section 
cf controllers of American business 
was obtained. 

Forty-eight replies were received to 
this first general letter of inquiry, 
within ten days. Others came later. Of 
the forty-eight replies, forty-six were 
enthusiastic endorsements of the idea. 
There was but one decision that could 
logically be reached, in the face of 
this endorsement of the plan—that 
was, to go ahead with the work of 
completing an organization. A batch 
of the early letters of endorsement are 
published with this article. They con- 
stitute part of the historic background 
of the organization. 

The next step taken was the mailing 
of invitations to those who had en- 
dorsed the plan, to file applications 
for membership, accompanied by 
checks for the first year’s dues. By the 
middle of December, thirty applica- 
tions for membership had been re- 
ceived, from prominent controllers in 
all parts of the country. 

It is interesting to note that no 
underwriting was sought or volun- 
teered for organization expense, aside 
from the sums contributed by the 
founder of The Institute while the 
preliminary investigation and inquiries 
were being made, and letters were be- 
ing addressed to controllers generally. 
Later, in 1932 and 1933, contributions 
to a Special Activities Fund were made 
by members of the Board of Directors 
and by a number of other members 
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of the organization to enable The In- 
stitute to do certain things which could 
not be handled in its limited budget. 
Except for those contributions The In- 
stitute has been self-supporting from 
the time it was organized, depending 
entirely on revenue from membership 
dues to meet its running expenses. 


R. FRANKLIN Hurst, First MEMBER 

The first man to join The Institute 
was Mr. R. Franklin Hurst, control- 
ler of Walter Scott & Company, Plain- 
field, New Jersey. He did not wait to 
be asked to join and send his dues 
check, but did so immediately upon re- 
ceipt of the first letter of inquiry, in 
which his views were asked. 

A printed announcement of the 
plan to organize The Institute was 
prepared by the writer in October, 
1931, and several hundred were mailed 
to controllers throughout the country. 
This first piece of printed matter was 
entitled, ‘‘Preliminary Announcement.” 

That ‘Preliminary Announcement” 
played such an important part in the 
steps taken to organize The Institute 
that it takes on the role of an historic 
document. Furthermore, the principles 
there set forth as the foundation 
of the new organization, the objec- 
tives to be sought, and the method of 
operation, have been proved in the 
light of five years’ experience to be so 
sound and true to the mark that re- 
production of a portion of them at this 
time may serve the excellent purpose of 
acquainting later comers with them. 
The ‘Preliminary Announcement” ap- 
pears in part on an adjoining page. 

This document reached the hands, 
five years ago, of but a small number 
of controllers. The number who re- 
ceived it and acted on it, however, 
was large enough to assure formation 
of The Institute, and since then 
hundreds of men in the field of con- 
trollership have become a part of the 
organization. 

Early in December, 1931, the writer 
chose thirteen men from among those 
who had filed applications for mem- 
bership and invited them to serve as 
directors, by appointment, until an 
election could be held. There was a 
general acceptance of the invitations. 
The writer prepared the charter for 


the proposed organization, with the 
assistance of legal counsel, and filed 
application for incorporation of The 
Institute under the laws of the District 
of Columbia as a non-profit member- 
ship corporation, without capital shares, 
naming the thirteen men who had ac- 
cepted appointment as temporary di- 
rectors, as trustees. 


First TRUSTEES 


Those men, charged with managing 
the affairs of the corporation for the 
first year of its existence, were: 


‘ALAN G. BENSON........ New York City 
Oo OBRBWER... 24032 New York City 
BPG ARR eieicscws «s,2.degues New York City 
©; Ds GOvELE « « . <. Bridgeport, Connecticut 


H. O. DonneER. South Norwalk, Connecticut 
GEoRGE H. Hess, Jr.. .St. Paul, Minnesota 
R. FRANKLIN Hurst. Plainfield, New Jersey 


B. F RiRe ..... 6.68 Milwaukee, Wisconsin 
WALTER M. LoBERG. Minneapolis, Minnesota 
WILLIAM THOMAS........ New York City 
ARTHUR R. TuckER. Brooklyn, New York 
FP AMUEMER. 20.0 cunt St. Louis, Missouri 
B. COAVATIEING 056 0 5 -5%s'so0e New York City 


A call went out for a meeting of 
the Board of Directors, its first to be 
held, Tuesday, December 29, 1931. 
The place was the Conference Room 
of the Accountants Club, on the eight- 
eenth floor of Hotel Montclair, Lex- 
ington Avenue and Forty-ninth Street, 
New York City. It was an historic oc- 
casion. Those in attendance: Messrs. 
Alan G. Benson, O. W. Brewer, F. J. 
Carr, H. Oscar Donner, Randolph 
Lane, William Thomas, Arthur R. 
Tucker, F. C. Watkins. Mr. Randolph 
Lane, of the New York Quinine and 
Chemical Works, Brooklyn, had ac- 
cepted designation as a member of the 
first Board of Directors. 

Choosing officers for the new or- 
ganization had been a problem of no 
small moment, to which much thought 
had been given. There was no great 
desire on the part of anyone to assume 
the presidency of the young organiza- 
tion. However, before the meeting of 
the Board of Directors on December 
29, 1931, the writer had obtained from 
Mr. Carr his consent to become presi- 
dent, ‘‘at least for a few months.”’ Mr. 
Carr was elected president as one of 
the first acts of the newly created 
Board of Directors. 
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PROCEEDINGS OF First MEETING 

The minutes of the first meeting of 
the directors state: 

“Mr. Tucker, who issued the call 
for the meeting, stated briefly its pur- 
pose—namely, to organize the Board 
of Directors and to elect officers; and 
to transact such business as was ready 
for the directors. He recited briefly the 
initial steps in the organization of The 
Institute, stating that he had been 
working over a period of three months 
to prepare the ground work of the 
organization; that he had met an en- 
thusiastic response from controllers 
and executive accountants; that thirty 
had applied for membership; and that 
many more were waiting for the or- 
ganization to be completed before 
joining. Mr. Tucker stated that those 
present had been designated directors 
by the Preliminary Committee, and 
that a quorum was present. Mr. Tucker 
called for nominations for president. 
Mr. Carr’s name was placed in nom- 
ination, there were no other nomina- 
tions, and Mr. Carr was unanimously 
elected. Mr. Tucker turned the chair 
over to Mr. Carr.” 


The full set of officers elected at 
that meeting were: 


REY NETL | Se ent re es Ee F. J. CARR 
Vice-President...H. OscAaR DONNER 
Vice-President. .GEORGE H. HEss, JR. 
WROCEMOR 20s ce cee O. W. BREWER 
Secretary....... ARTHUR R. TUCKER 


The directors ratified and approved 
all the steps taken up to that time, in 
organizing The Institute, including 
choice of name, the terms of the char- 
ter, for which application had been 
made to the Supreme Court of the 
District of Columbia, but which was 
not granted until two days after the 
meeting; and the accounting for re- 
ceipts and disbursements to that date. 

Setting up an office for headquarters 
of The Institute was authorized, like- 
wise a Committee on Admissions, and 
a beginning was made toward draft- 
ing the By-Laws. 

The ‘Preliminary Announcement”’ 
of the formation of The Institute was 
followed by an announcement of The 
Institute as an accomplished fact, with 
organization completed. Many con- 
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trollers had been waiting for that an- 
nouncement, having preferred to de- 
lay until the organization was actually 
brought into existence before identify- 
ing themselves with it, and as a result 
the number of members reached 100 


by early April, 1932. 


Forty ATTEND First GENERAL 
MEETING 

On January 22, 1932, the first meet- 
ing of members was held, preceded by 
dinner, at the Pennsy]--ania Club, New 
York City. It was attended by forty 
members and visitors. The speeches 
made at that dinner were the first pub- 
lic expressions of what was in the 
minds of controllers with respect to 
their organization. Their ideas began 
to take shape. Three other dinners 
followed, in March, April, and May, 
at which problems of current interest 
to controllers were dealt with by visit- 
ing speakers. Each of these dinners 
served also as an opportunity for fur- 
ther definition of the objectives of 
The Institute. 


DEFINING CONTROLLER'S DUTIES 


Realizing that one of the first needs 
of controllership was an exact defini- 
tion of the authority, duties, rank and 
responsibilities of a controller, the 
Board of Directors on February 18, 
1932, authorized appointment of a 
committee to conduct a study and pre- 
pare such definition, “not as binding, 
but as a suggestion, for the informa- 
tion and guidance of those interested.” 
That was an important step. 

At the same meeting of the Board 
of Directors another important action 
was taken, namely, a vote “‘to offer to 
the officials of the New York Stock 
Exchange the cooperation of The Insti- 
tute in their studies of accounting prob- 
lems, forms, and procedures... . . 
This action led to interesting develop- 
ments many months later. 

In August, 1932, the writer sug- 
gested to the Board of Directors that 
The Institute go on record with the 
legal profession generally and with 
companies specializing in putting 
through incorporations, as favoring 
writing into by-laws at the time of in- 
corporation a section defining the 
duties of the controller. The idea was 


approved, and ordered included in the 
program of the First Annual Meeting, 
for discussion. The subject was cov- 
ered thoroughly in the annual meeting 


in September of that year by Mr. 
Harold Dudley Greeley, general coun- 


sel of The Institute. It became a con- 
tinuing activity of The Institute, a part 
of its permanent program. Nine 
months later, when The Institute’s def- 
inition of the duties of a controller was 
promulgated, fresh impetus was given 
this activity. 

Adoption of the By-Laws prepared 
earlier in the year by the Board of Di- 
rectors, and election of the first com- 
plete Board of Directors of twenty- 
one members, as called for by the 
By-Laws, were features of the First 
Annual Meeting of The Institute, 
September 19 and 20, 1932. Mr. F. J. 
Carr was reelected President, having 
served but eight months in that office. 


PRINCIPAL OBJECTIVES DEFINED 

At a meeting of the newly elected 
Board of Directors during the annual 
meeting there was a discussion as to 
the program of work to be undertaken 
by The Institute, ‘in which the thought 
was brought out that The Institute, by 
its research work, its publications, its 
meetings, and its miscellaneous activi- 
ties, must be of real service to its mem- 
bers in order to justify its existence, 
and that establishment of and strength- 
ening the professional standing of 
controllers, and the carrying out of 
an educational and publicity program, 
were essential.” Appointment of com- 
mittees to carry out the proposed 
activities of The Institute was an out- 
growth of the annual meeting. In- 
cluded among them was a Committee 
on Professional Standing, under the 
chairmanship of Mr. B. G. Smith, 
which was destined to perform ex- 
ceptionally valuable service for The 
Institute. 

In the fall of 1932 The Institute 
sponsored publication of a book, “How 
To Budget for Profit,” by Mr. Floyd H. 
Rowland, an associate member of The 
Institute. 

The Board of Directors in Novem- 
ber of that year also voted endorse- 
ment of the Share-The-Work move- 
ment. 
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Treasurer O. W. Brewer made pos- 
sible publication of The Institute's 
first Year Book, dated 1932, by offer- 
ing to underwrite the expense, the 
greater part of which it was hoped to 
recoup by sale of the Year Book. The 
publication made its appearance early 
in 1933, with detailed proceedings of 
the first annual meeting and other 
interesting material concerning The 
Institute. 

A forecast of what was coming with 
respect to federal legislation concern- 
ing publicity of accounts of corpora- 
tions was given in an address by Mr. 
A. A. Berle, Jr., at the December, 
1932, meeting of members in New 
York. Mr. Berle was later elected the 
first honorary member of The Insti- 
tute, and is at this time the only hon- 
orary member of the organization. 


DECLARATION OF PRINCIPLE 

At a meeting of the Board of Di- 
rectors held in January, 1933, Mr. 
B. G. Smith presented for adoption a 
Declaration of Principle. It was 
adopted in this form: 

The Controllers Institute of America 
stands for the observance of the highest 
ethical standards in corporate accounting 
practice and in the preparation of re- 
ports of financial and operating condi- 
tions of corporations to their. directors, 
stockholders and other parties at interest, 
in such manner that all concerned may 
know the actual conditions in so far as 
such reports may assist in the determina- 
tion thereof. To that end, The Controllers 
Institute of America offers its advice and 
assistance in connection with any move- 
ment which has for its purpose the es- 
tablishment of better safeguards for the 
protection of the investor. 

This Declaration of Principle was 
adopted to be held out as a guide to 
controllers. It was not required that 
members of The Institute formally 
subscribe to it, although indications 
were not lacking that the membership 
as a whole was sympathetic to and in 
harmony with it. This expression of 
principles was and is regarded as one 
of the most significant pronounce- 
ments made by The Institute. 


COOPERATION WITH STOCK 
EXCHANGE 
The Institute began to take a lively 
interest, in February, 1933, in the 
(Please turn to page 212) 











Early Endorsements by Controllers of Plan 
To Organize Institute 


(Note: These are excerpts from letters written in the fall of 1931) 


“I am heartily in favor of an organization of controllers 
and executive accountants such as outlined in your letter, 
and would be glad to support such an organization. .... 
I am certain that such an organization . . . . would prove 
of great benefit to me in my work, and I believe that there 
are many others of the same mind.” Written by the con- 
troller of a New York City corporation. 

“I have long felt that there should be some recognized de- 
gree or title signifying accounting proficiency other than that 
of certified public accountant. Many an accountant with 
equivalent education and experience and on them alone 
worthy of the certified designation, has no taste for public 
work and balks at the years of apprenticeship necessary in 
those states whose standards make certification desirable. 

“For the man who does not intend to enter public ac- 
countancy there should be a goal ahead for his striving, pro- 
fessional recognition that establishes the standing due him 
on his attainments. If such a need can be met in a practical 
way and sufficient support obtained to make its charter roll 
impressive, I am for it. 

“Other organizations (the writer names four) are good in 
their own way, but all are non-professional and too wide in 
the interests to which they appeal, too liberal in their mem- 
bership requirements... . . The proposed organization 
must set a high standard of attainments as a prerequisite of 
membership; it must require adherence to a high standard of 
ethics and combine them in practice to such effect that the 
signature of a member to a financial statement will command 
universally the respect now supposedly accorded the signa- 
ture of a certified public accountant.” Written by the con- 
troller of a company in Buffalo. 


“I am happy to say that I am much in favor of your plan. 
I think it is a wonderful idea to have a National Institute of 
Controllers. It is needless for me to tell you that you may 
count on me for support, and if I can be of service, please 
do not hesitate to call on me. I wish you success in the 
undertaking.” Written by the controller of a company in 
South Norwalk, Connecticut. 


“IT am in accord with this movement and would like to see 
this Institute organized and actively at work for the best in- 
terests of controllers, through such mediums as publications, 
interchange of ideas, and the like. .... Controllers, as a 
class, would benefit, no doubt, through a better understand- 
ing by corporation officers in general of their functions and 
capacity for progressive and economic service in the executive 
family. You may count upon my cooperation.” Written by 
the controller of a St. Louis company. 


“I take pleasure in hereby applying for membership in the 
proposed Institute, and look forward with enthusiasm to its 
fruition and to its success in the undertaking of gaining 
recognition of the importance of the Controller’s office, and 
providing additional means whereby we may more efficiently 
perform our difficult duties. Your list of endorsers removed 
my last doubts as to desire to affiliate... . . Success should 
be assured..... ” Written by the controller of a well 
known concern in St. Louis. 


“I consider this a move in the right direction, to recognize 
the accounting abilities of those who are engaged in present- 
ing facts in a manner capable of increasing the profits of the 


corporations they serve. There appears to me to have been, 
in the past, too much emphasis placed on the auditing of 
prepared statements, rather than upon the original prepara- 
tion.” Written by the controller of a steamship company in 
San Francisco. 


“At various times during past years I have discussed with 
others the question as to why no such organization had ever 
been formed, and it does seem to me that there should be a 
field for it. .... The things that interest the professional 
public accountant are not necessarily things that are of prime 
interest to an executive accountant in private employ.” Writ- 
ten by the controller of a Pittsburgh company. 


“I am deeply grateful to you for taking the initiative in 
this matter and assure you of my hearty support in your 
endeavor.” Written by the controller of a mid-western dry- 
goods store. 


“I have often wondered why nothing had ever been 
worked out along this line. .... I am quite sure that you 
will have the proper support of the majority of the privately 
employed controllers and accounting executives.” Written by 
a controller of a corporation in Syracuse. 


“I believe this Institute, composed of controllers and exec- 
utive accounting officers actively engaged in industrial organ- 
izations, would be a wonderful thing, not only for themselves 
but for the organizations with which they are associated. 
I trust that the Institute will be formed, and shall be glad 
indeed to apply for membership therein.” Written by the 
president of a Chicago company. 


“I have often wondered why such an organization had not 
been formed, and am of the opinion that recognition should 
be given such a group of men. I am willing to give you my 
support in forming such an organization, and I firmly be- 
lieve we should have a professional status even though we 
are in private work. This will also create ambition among 
the junior accounting executives and will eventually give 
them a chance to join an organization where training and 
educational requirements will make them more valuable to 
their employers.” Written by the controller of a Minneapolis 
company. 

“I believe that if a national organization could be per- 
fected, restricting its members to controllers and executive 
accountants, with the proper educational and professional 
standards, it would be a great help to its members.” Written 
by the controller of an Indianapolis company. 


“I can assure you of my hearty support and cooperation. I 
feel that this is a very necessary organization, and am sure 
that many others in similar positions feel the same as I do.” 
Written by the controller of a Milwaukee company. 


“I am very much interested in your proposal, and am of 
the opinion that such an organization would meet with wide- 
spread interest. I wish to assure you that this would have 
my wholehearted cooperation.” Written by the controller of 
a company in Rochester, N. Y. 


“I have always felt that some effort should be made to 
band the controllers. .... I am heartily in accord with 
your plan.” Written by the controller of a Milwaukee com- 
pany. 

“I believe it would be a splendid idea to start a move- 
ment for formation of a National Institute of Controllers and 
Accounting Officers.” Written by the controller of a Cin- 
cinnati company. 























First Announcement of Plan To Organize Institute 


The text of the “Preliminary Announcement of the Formation of The Con- 
trollers Institute of America; An Organization of Professional Controllers and 
Executive Accountants Privately Employed,’ which was circulated among con- 
trollers in October, November, and December, 1931, read in part as follows: 


This is the preliminary announcement of the formation 
of a national, professional organization of controllers, and a 
statement of the underlying factors and conditions which 
convinced a group of representative controllers in the United 
States of the need of a national organization, of high stand- 
ards and professional in scope, with membership closely re- 
stricted to controllers, executive accountants, and corporation 
officials who are actually performing the accepted duties of 
controllers. 

Such an organization is in process of formation, with the 
support and cooperation of outstanding men in this field. In- 
quiries are invited from persons whose training, occupation, 
experience, and duties conform in a general way to the out- 
line given above, and to the qualifications presented in 
greater detail in later paragraphs of this announcement. 

There are given here, too, facts concerning the objectives 
which it is sought to attain through the medium of this or- 
ganization; a presentation of the value of such an Institute 
to the controller and to his employer; and a general state- 
ment of the proposed activities and methods of operation of 
this organization. 

It is emphasized that this Institute has been conceived, 
after years of study and preliminary investigation, on the 
highest possible plane; that it will set standards which will 
be rigid and closely adhered to; that stress will be placed on 
thorough education, training and experience as requisites for 
membership, as well as on high ethics and on a well con- 
ceived professional point of view. 

The founders of this Institute envision an organization 
which will be a credit to the profession of accountancy—in 
particular to that branch of it which is represented by the 
privately employed accountant who by his training and ex- 
perience has equipped himself to perform the exacting duties 
of controller. 


Crystallization of Sentiment 

Sentiment for a professional organization of controllers has 
been taking form during the past five years. In many gather- 
ings of accountants frequent expression has been given to 
the thought that this branch of the profession of accountancy 
needs an organization which will be an instrumentality for 
study of the particular problems of the controller, with re- 
sultant improvement of his status and a better performance 
of his duties—an organization separate and apart from all 
others, and independent of all educational and business in- 
stitutions. 

It was felt, too, that the controller was not receiving the 
recognition, and was not being accorded the standing, to 
which he was entitled by reason of the responsibilities he 
carried. 


Had No Professional Organization 


This great body of men, highly trained, competent, faith- 
ful, well equipped, with high professional standards, and 
forming a most important part of the country’s commercial 
and industrial business organization, as well as of the pro- 
fession of accountancy, far outnumbers, it was frequently 
pointed out, the men engaged in the public practice of ac- 
counting; yet the controllers had no professional organiza- 
tion. 

Sentiment for formation of an organization finally took 


form. Careful tests were made, opinions were obtained from 
controllers in all parts of the country. The results were 
astonishing. A clear cut, well defined, emphatic and en- 
thusiastic desire that such an organization be brought into 
being, was uncovered. Prompt endorsement of the idea was 
given by an overwhelming majority of those to whom it was 
presented. 


Small Group Takes Initiative 

Convinced, then, of the real need of an organization, and 
of a real desire for it, a small group agreed to form The 
Controllers Institute of America. That group, in spite of its 
limitations as to size, included controllers from Maine to 
California—representative men, far advanced in their pro- 
fession. 

At the time this preliminary announcement is made, the 
final steps in organization—election of officers and directors, 
drafting of constitution and by-laws, setting up of exact 
standards of eligibility, adoption of program—have not been 
taken. It was felt that a widespread announcement of the 
formation of the Institute should first be made, in order 
that opportunity might be given to those who naturally 
would be interested in such an organization to affiliate them- 
selves with it from the beginning, if eligible. 

All applications for admission will be passed on, after the 
organization has been completed, by an Admissions Commit- 
pe which will scrutinize each applicant’s qualifications care- 
ully. 


Standards of Eligibility 

Restriction of membership in the Institute to qualified per- 
sons is fundamental. Setting of standards of eligibility will 
be one of the first tasks of the Institute. Present plans are 
to confine the membership carefully to persons who actually 
are performing the accepted duties of controllers, whether or 
not they bear that title in their business organizations. Thus 
in many instances corporation executives would be eligible 
—treasurers, secretaries, vice-presidents, and presidents. Ex- 
ecutive accountants whose duties have been expanded to 
include those of a controller or assistant controller, could be 
admitted. Similarly, partners of business, or sole proprietors, 
who perform the duties of a controller, could qualify in 
many instances. .... 

Determination of the fitness of an applicant for member- 
ship will be made, during the waiver period, on the strength 
of detailed statements by responsible persons as to the duties 
actually performed by the applicant, his training, education, 
experience, and other qualifications. The right to reject any 
application is retained by the organization, which will be the 
sole judge of the fitness of any applicant for membership. 

Certified public accountants and public accountants who 
are in public practice will be welcomed, according to present 
plans, as associate members, without vote. (Note: This rule 
was revoked soon after The Institute was organized. Public 
accountants are not eligible to membership.) 

Certified public accountants and public accountants who 
have retired from public practice and are devoting their 
entire time to the performance of the accepted duties of a 
controller, will be eligible to full membership, which would 
revert to associate membership in case of resumption of pub- 
lic practice. 
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Record of Founding 
(Continued from page 209) 
work that was being done by the New 
York Stock Exchange with respect to 
listing requirements, scope of public 
accountants’ work, forms of public ac- 
countants’ reports, accounting proce- 
dures, and other matters with which 
corporate were deeply 
concerned. When the president of the 
New York Stock Exchange, Mr. Rich- 
ard Whitney, addressed a letter un- 
der date of January 31, 1933, to the 
presidents of all corporations having 
securities listed, asking that the presi- 
dents obtain from their public account- 
ants letters describing the extent of the 
1932 audit, a special meeting of the 
Board of Directors of The Institute was 
held, as a result of which a dinner con- 
erence with officials of the New York 


accountants 


Stock Exchange was held at the Har- 
vard Club, March 15, 1933. 

President F. J. Carr had written to 
President Richard Whitney, of the 
Stock Exchange, calling attention to the 
fact that controllers are in a position 
to assist in safeguarding the inter- 
ests of stockholders and of the invest- 
ing public. That letter is of sufficient 
importance to warrant quoting in this 
review, as it marks the entrance of 
controllers, as a body, into this un- 
dertaking. The letter, dated February 
8, 1933: 

CONTROLLERS’ POSITION STATED 

“Several of your letters of January 31, 
1933, to the presidents of various cor- 
porations whose securities are listed on 
the New York Stock Exchange, have 
been brought to the attention of the Board 
of Directors of THE CONTROLLERS IN- 
STITUTE OF AMERICA by members of that 
Board who, as controllers of those corpora- 
tions, had received your letters. 
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“The Controllers Institute takes pleas- 
ure in notifying you that it is in whole- 
hearted agreement with the policy adopted 
by the Exchange relative to the accurate 
ascertainment and proper presentation of 
financial facts underlying securities listed 
on the Exchange. One of the ideals of the 
Controllers Institute is the development of 
a high standard of accounting practice, 
together with the formulation of a policy 
of complete co-operation with agencies, 
public or private, such as your own, in the 
promotion of high standards. 

“It seems to us that sound business judg- 
ment requires definite recognition of the 
controller of a corporation because he, 
personally, is in charge of the corporate 
financial and accounting activities, and 
thus at all times is thoroughly familiar 
with all facts and transactions of impor- 
tance. Without in any way detracting from 
the value of the work of independent audi- 
tors, it is felt that the interests of the 
public and of the corporation require that 
proper weight be given to certification by 
the controller as to facts within his inti- 





appeared : 


How Proposed Objects of Controllers 
Institute Were Set Forth in 1931 


Under the heading, “Proposed Objects and Activities,” the following material 





Setting of standards of education, training, ex- 
perience, fitness, and ethics, which will lead to the 
establishment of a basis for professional standing. 

Giving professional standing to members, who will 
be required to conform to the established standards. 

Defining of accepted duties of controller in mod- 
ern business practice, and in special lines of business 
activity. 

Securing recognition of the attainments and ac- 
complishments of controllers, and of their value and 
importance in the business, financial, and economic 
structure. 

Providing an instrumentality and medium by which 
the interests of controllers may be conserved and ad- 
vanced. 

Encouraging the preparation of serious papers and 
addresses on subjects of special interest to controllers. 

Assembling facts and information of value to con- 
trollers. 

Publication of pamphlets, books, reports, bulletins 
and possibly an official organ. 

Aiding in bringing to executives and business men 
generally, to bankers and others, an understanding 
of the most ethical and approved methods of account- 
ing and of stating business and financial facts, with 


a view to improving accounting practices and proce- 
dures, partly by standardization. 

Providing additional means by which controllers 
may more efficiently perform their difficult duties. 

Conducting meetings, to be devoted to discussions 
of controllers’ problems, technical and otherwise. 

Presenting to the public in a dignified manner in- 
formation concerning the work of controllers, and 
information of an economic character that will be of 
value to business. 

Conducting examinations to determine the fitness 
of applicants for admission. 

Securing for the controller independence of thought 
and action, and the right to use his individual judg- 
ment, in his official capacity and in the discharge of 
his d..ties. 

Providing a meeting ground on which members may 
meet for mutual benefit, study and social relation and 
improvement, and the formation and extension of 
friendships and acquaintanceships. 

Aiding in securing employment, and in the settle- 
ment of differences. 

Conferring of degrees on members and issuance of 
certificates of membership. 


Note: The above statement of proposed objects and activities is a preliminary presentation subject to 
change and revision by the Institute’s members after organization. 
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mate knowledge, and that such certifica- 
tion be allotted a definite place in the 
program to safeguard investors. 

“The Controllers Institute realizes that 
it is easier to state a general principle 
than to evolve a procedure for applying it 
to specific facts. Controllers have however 
certain fairly definite ideas concerning the 
development of an adequate practice 
wherein the public interests will be further 
safeguarded, and the Controllers Institute 
will welcome an opportunity to discuss this 
aspect of the matter with your Committee 
on Listing.” 

Following the conference between 
officials of the New York Stock Ex- 
change, the Board of Directors of The 
Institute, and several chairmen of im- 
portant committees of The Institute, a 
“Committee on Stock Exchange Rela- 
tions’ was named, with Mr. Edwin F. 
Chinlund as chairman. The other com- 
mittee members were: Daniel H. 
Bender, Rodney S. Durkee, Leroy V. 
Porter, Benjamin G. Smith, and J. S. 
Snelham. 


JOINT ACTION ARRANGED 


In inviting these members of The 
Institute to accept appointments to the 
committee, it was stated that: “The 
method of operation will be that the 
Exchange will refer to this committee 
matters that fall in the province of the 
controller, before adopting and _put- 
ting into effect new regulations. Like- 
wise the committee will have the 
privilege of initiating subjects to be 
taken up with the Exchange.” 

In accepting appointment Mr. Chin- 
lund wrote: “I think it is extremely 
important that there be the closest co- 
operation between THE CONTROLLERS 
INSTITUTE OF AMERICA and the New 
York Stock Exchange and the fact 
that the Exchange will refer to the 
Committee before adopting and put- 
ting into effect new regulations that 
fall in the province of the Controller 
is certainly a step in the right direc- 
tion.” 

Appointment of a Committee on 
Stock Exchange Relations, early in 
Match, 1933, must be recorded as one 
of the important events in the history 
of The Institute. The committee was 
reappointed by President D. J. Hen- 
nessy in the fall of 1933. 

The scope of audits of listed com- 
panies, and responsibilities assumed 
by auditors, were subjects of study for 


several months late in 1933 and early 
in 1934. A proposed form of account- 
ants’ report, submitted to the Exchange 
by the American Institute of Account- 
ants, was referred by the Exchange to 
the Controllers Institute, to obtain its 
views before coming to a decision in 
the matter. The Controllers Institute’s 
Committee made recommendations to 
the Exchange, which were adopted. 
The studies of the Controllers In- 
stitute’s Committee, and the corre- 
spondence which it had with the Ex- 
change, culminated in a review of the 
entire correspondence, including that 
which passed between the American 
Institute of Accountants and the Ex- 
change. This review was published in 
pamphlet form by the American In- 
stitute of Accountants, and copies were 
sent to all members of THE CONTROL- 
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LERS INSTITUTE OF AMERICA. The 
newspapers also published lengthy ac- 
counts of the correspondence, and of 
the conclusions reached in the three 
cornered discussion. The covering 
letter sent out to members by Presi- 
dent D. J. Hennessy, under date of 
February 10, 1934, in transmitting the 
booklet, read: 


PRESIDENT HENNESSY’S MESSAGE 

“There is transmitted under separate 
cover, for your information, a pamphlet 
entitled “Audits of Corporate Accounts,” 
made up of letters passing between the 
Special Committee on Cooperation with 
Stock Exchanges, of the American Insti- 
tute of Accountants and the Committee on 
Stock List of the New York Stock Ex- 
change; together with correspondence pass- 
ing between the Committee on Stock Ex- 
change Relations, of the Controllers Institute, 
and the Committee on Stock List of the 
New York Stock Exchange. 





1. R. FRANKLIN HurRST 
Walter Scott & Company, Plain- 
field, New Jersey. 
2. ALBERT V. BRISTOL 
American Hard Rubber Com- 
pany, New York City. 
3. F. A. ULMER 
Monsanto Chemical Company, 
St. Louis, Missouri. 
4. CHARLES A. HEISs 
American Telephone & Tele- 
graph Company, New York City. 
5. B. F. KLEIN 
The Boston Store, Milwaukee, 
Wisconsin. 
6. HERBERT J. NOBLE 
Taylor Instrument Companies, 
Rochester, New York. 
. C. HowarD KNAPP 
Waitt & Bond, Inc., Newark, 
New Jersey. 
8. WALTER M. LOBERG 
Minnesota Valley Corporation, 
Minneapolis, Minnesota. 
9. H. Oscar DONNER 
The Rabhor Company, South 
Norwalk, Connecticut. 
10. GLENN P. SMITH 
American Airways, Inc., St. 
Louis, Missouri. 
11. WALTER B. BROCKWAY 
Brown Company, Portland, 
Maine. 
12. O. D. CovELL 
The Bassick Company, Bridge- 
port, Connecticut. 
13. THOMAS F. CURRAN 
Worcester Salt Company, New 
York City. 
14. O. W. BREWER 
American Gas Association, New 
York City. 
15. F. HowarD JOHNSON 
Furida Company, New York 
City. 


| 





THE FIRST THIRTY MEMBERS 


16. R. O. HILL 
Porcelain Enamel & Manufactur- 
ing Company, Baltimore, Mary- 
land. 

17. ALAN G. BENSON 
New York City. 

18. FAmRFAX C. CHRISTIAN 
Sinclair Consolidated Oil Com- 
pany, New York City. 

19. EpwIn F. CHINLUND 
International Telephone & Tele- 
graph Corporation, New York 
City. 

20. WILLIAM THOMAS 
Gimbel Brothers, New York 
City. 

21. F. C. WATKINS 
U. S. Industrial Alcohol Com- 
pany, New York City. 

22. CaRL W. STRAND 
Silk Manufacturing Company, 
Holyoke, Massachusetts. 

23. GeorGE H. Hess, Jr. 

Great Northern Railway Com- 
pany, St. Paul, Minnesota. 

24. RANDOLPH LANE : 
New York Quinine & Chemical 
Works, Inc., Brooklyn, New 
York. 

25. WILLIAM B. HIGGINS 
The Benedict Interests, New 
York City. 

26. RopNEY S. DURKEE 
Socony-Vacuum Oil Company, 
Inc., New York City. 

27. JOHN A. SEEKE 

. E. Linde Paper Company, 
New York City. 

28. H. S. EGBERT 
De Coppet & Doremus, New 
York City. 

29. F. J. CARR 
Aviation Corporation, New 
York City. 

30. EpwarpD E. WILLIAMS 
American Optical Company, 
Southbridge, Massachusetts. 
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“These letters indicate the important 
position in American business and finance 
which accountancy occupies, and it is ur- 
gently suggested that the contents of the 
pamphlet be given serious reading. 

“The Controllers Institute of America 
is privileged to cooperate with the Com- 
mittee on Stock List of the New York 
Stock Exchange and the American Institute 
of Accountants.” 


CONTROLLER SHOULDERS His 
RESPONSIBILITIES 

An accomplishment which had con- 
siderable influence in developing a 
wider knowledge and recognition of 
the responsibilities of controllers than 
had ever been accorded was completed 
late in March and early in April, 1933, 
when, because of representations made 
by the secretary of The Institute to the 
committees of the United States Senate 
and House of Representatives which 
were considering the Securities Act of 
1933, those committees recommended 
an amendment of the original draft of 
the measure, under the terms of which 
controllers, or principal accounting 
officers of corporations, would be re- 
quired to sign and swear to the cor- 
rectness of the facts and accounts con- 
tained in the registration statements 
called for by the Act as a prerequisite 
for the sale of securities in interstate 
commerce, the controllers thus assum- 
ing the same degree of responsibility 
as the directors and other officers of 
a corporation and public accountants. 

The measure as presented to Con- 
gress did not mention the controller, 
or call for his signature, although it 
required a great many detailed reports 
and financial statements which would 
normally be prepared by the control- 
ler. The officers and directors of a 
corporation, who would not be as in- 
timately acquainted with the details of 
the financial statements and reports as 
the controller, were required to sign 
the registration statements and assume 
responsibility for the correctness of 
all the figures and facts presented. 

It was pointed out to the commit- 
tees of Congress that directors and of- 
ficers could not, in the ordinary run 
of business, assure themselves per- 
sonally of the correctness of all the 
facts and figures contained in a regis- 
tration statement, without spending as 
much time on them as the controller, 
and the public accountant, and that 


it would be necessary for the directors 
to rely on the assurance of the control- 
ler that everything was correct, before 
signing the statements and assuming 
the grave civil and criminal responsi- 
bilities provided in the Act. It was 
pointed out to Congress that the man 
on whom reliance was thus to be 
placed by a large group of men, should 
himself be required to sign the regis- 
tration statements. 

The Institute's secretary was the 
first witness called by the Senate Com- 
mittee in charge of the measure. Later 
the same day, he appeared before the 
Committee of the House of Repre- 
sentatives which had the measure be- 
fore it. When the final drafts were 
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reported and the law enacted, it con- 
tained the amendatory language which 
had been requested. Thus legal re- 
sponsibility was placed, for the first 
time, on the controller in measure 
equal to that laid on the officers and 
directors, and on the public accountant. 


No SHRINKING FROM RESPONSIBILITY 

Controllers generally were not slow 
to realize the importance of this de- 
velopment. There was no shrinking 
from the responsibility thus imposed. 
The feeling among controllers was 
that they could not hope or expect to 
develop and expand controllership as 
a calling, nor to gain recognition for 
their works, if they were not willing 





Formation of THE Con- 
TROLLERS INSTITUTE OF 
AMERICA was announced in 
a press release dated January 
8, 1932, which read in part: 


The Controllers Institute of Amer- 
ica, an association of professional 
controllers and executive accountants 
in private employment, was organ- 
ized last (Thursday) night at a 
meeting in the Accountants Club at 
the Hotel Montclair. The purpose 
of the organization, it was an- 
nounced, is to dignify the private 
practice of accountancy and put it on 
a professional basis. 

Although there are two national 
and about forty State associations of 
public accountants in the United 
States, this is the first time private ac- 
countants have had an organization 
of their own. Nine States are repre- 
sented in the charter membership 
of The Institute, which will be na- 
tional in scope. Headquarters will be 
maintained at One East Forty-second 
Street. 

“The formation of The Institute,” 
said Mr. Carr, ‘marks the organiza- 
tion of the second great division of 
the profession of accountancy. One 
division is composed of the certified 
public accountants, and public ac- 
countants who are not certified, men 
who perform accounting work for 
various clients. That division of the 
profession, during the past thirty 
years, has formed two national and 
about forty state organizations. It 
is very thoroughly organized. 

“The second great division of the 
profession is composed of account- 
ants who, after receiving their train- 
ing, elected to go into private em- 
ployment instead of entering the 





PRESS ANNOUNCEMENT OF ORGANIZA- 
TION OF INSTITUTE 


field of public practice. Privately 
employed accountants can look for- 
ward to attaining the position of 
controller, which in many instances 
has rank equal to that of a vice- 
president. Up to this time, however, 
there has been no_ organization, 
formed on a professional basis, with 
carefully drawn standards of eligibil- 
ity, which a privately employed ex- 
ecutive accountant could turn to, for 
study of the particular problems of 
the controller, and exchanging of 
experiences. 

“For fifteen years controllers and 
executive accountants have been dis- 
cussing the needs of their branch of 
the profession, informally. During 
the past five years controllers have 
been receiving greater recognition in 
the field of accountancy than ever be- 
fore, and the feeling that they should 
have an organization has been tak- 
ing form. 

“The respective fields of the pri- 
vate accountant and the public ac- 
countant in theory have a great deal 
in common, but in actual practice 
they are quite dissimilar. The belief 
has been expressed that too much 
emphasis has been placd on the au- 
diting of prepared statements, and 
too little on the original prepara- 
tion of those statements. 

“The Institute will attempt to put 
the private practice of accountancy 
on a professional basis; to secure 
recognition of the attainments of 
controllers and executive account- 
ants; to hold something out to the 
privately employed accountant as a 
goal for his striving, professional 
recognition due him on his attain- 
ments; to standardize and improve 
accounting procedures; to set edu- 
cational and professional standards 
so as to improve the quality of work 
and thus make the accountant more 
valuable to his organization.” 
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to perform those works, and to 
shoulder the responsibilities that ac- 
company them. So there was general 
acceptance of this forward step, and a 
feeling of satisfaction because of it. 
In fact, this piece of work, performed 
so promptly and so efficiently by The 
Institute was generally applauded and 
was looked on as a real accomplish- 
ment, one of the first big undertakings 
accomplished by the young organiza- 
tion. 

The effects of writing the control- 
ler into the Securities Act of 1933 
were far reaching. The same language 
was carried over into the Securities 
Exchange Act of 1934, and this enact- 
ment has had its effect on other Fed- 
eral statutes and regulations, including 
those issued by the Treasury Depart- 
ment and other agencies. 

When the Federal Trade Commis- 
sion took up the task, in June, 1933, 
of preparing regulations for adminis- 
tration of the Securities Act, THE CON- 
TROLLERS INSTITUTE OF AMERICA 
was in a position to be helpful and 
lost no time in extending its coopera- 
tion to the Commission in reviewing 
the regulations which it proposed to 
put into effect. The Commission’s ac- 
countants and various groups of pub- 
lic accountants, representing several 
organizations, had been working and 
conferring on the drafts of the regula- 
tions. When they were fairly near 
completion a committee of members 
of THE CONTROLLERS INSTITUTE OF 
AMERICA went to Washington by ap- 
pointment and spent three days with 
representatives of the Commission, go- 
ing into the provisions of the proposed 
regulations in detail. 

The Committee of THE CONTROL- 
LERS INSTITUTE OF AMERICA which 
performed this service, of so much 
value not only to the Commission but 
to business generally, was made up of 
Messrs. F. J. Carr, then president of 
The Institute; O. W. Brewer, Daniel 
J. Hennessy, Henry D. Minich, W. J. 
Nettles, J. Calvin Shumberger, Arthur 
R. Tucker, F. C. Watkins, and W. B. 
S. Winans. 


PRACTICAL RECOMMENDATIONS 
ACCEPTED 
The controllers, approaching with 
a practical eye the problems presented 





FIRST PRESIDENTIAL 
MESSAGE TO MEMBERS 


“What the Institute may be five, or 
ten, or more years from now is some- 
thing which we cannot predict,” 
wrote President F. J. Carr under date 
of February 1, 1932, in the first presi- 
dential message to the members, a 
month after organization of The In- 
stitute had been completed. “We be- 
lieve that it will be a powerful and 
important organization.” 


Continuing, he said: 


“The success of the organization | 
will depend upon its membership and 
we believe that its success can be 
most definitely guaranteed by keep- 
ing the standards of membership 
high. The position of Controller is 
new in many industries. Its exact 
functions and_ responsibilities in 
many instances still remain to be de- 
fined. The importance of the position 
is being more and more recognized. 

“Perhaps the most important things 
which the Institute can do are to de- 
fine what these duties and responsi- 
bilities should be; to acquaint indus- 
tries in general with the service 
which the Controller can perform; 
and to acquaint individuals with the 
possibilities and opportunities of the 
Controller’s position. All of these 
things are definitely contemplated in 
the program which is being devel- 
oped. 

“The list of members who have al- 
ready joined the organization is the 
surest indication that the standards 
which are being set up can be main- 
tained. Each member of the present 
Board of Directors is giving most 
generously of his time and is defi- 
nitely contributing to the plans and 
prospects and ideals of the organiza- 
tion. We have a Secretary-Controller 
who is well qualified, by experience 
and by personality, to direct the 
work of the organization and to pro- 
mote its welfare. 

“On the other hand, no group of a 
few men, such as a Board of Direc- 
tors or the officers, can have all of 
the good ideas which will promote 
the success of the organization. The 
membership at large must express its 
opinions and must give all of the 
constructive suggestions which it may 
have. We hope that every member | 
will take this as a personal invitation 
to send in his suggestion as to other 
men who may be qualified for mem- 
bership, as to the kind of program 
which we should develop and as to 
what the organization and its of- 
ficers can do to be helpful to him.” 











by this law and its proposed under- 
lying regulations, pointed out many 
provisions of the tentative regulations 
as they then stood which were imprac- 
tical, others that were unnecessary and 


entailed heavy expense, and still others 
that were impossible of fulfillment. 
They suggested to the Commission 
many amendments of the proposed 
regulations which would materially 
reduce the burden of expense on busi- 
ness without sacrificing any of the ef- 
fectiveness of the protective provisions 
of the statute. The Commission saw 
the wisdom and justice of the control- 
lers’ suggestions, and adopted many of 
them, materially simplifying the pro- 
cedure called for by the regulations, 
and giving heed to the controllers’ 
views with respect to the form of the 
public accountants certificate. 

It was the concensus of opinion that 
this constructive effort on the part of 
the controllers was a distinct service 
to business, which effected untold sav- 
ings in accountants’ fees and other pro- 
fessional charges, as well as much time 
and effort in the preparation of regis- 
tration statements. 

This was the first cooperative effort 
of The Institute with a governmental 
agency. It was also the first occasion 
when the voice of the controllers was 
heard in discussion of accounting mat- 
ters, along with that of public ac- 
countants and of representatives of a 
governmental agency. Wide recogni- 
tion was given this piece of work per- 
formed by The Institute. 


ORGANIZATION OF CONTROLS 

Establishment of branches of The 
Institute in the principal business cen- 
ters of the country was part of the 
original plan of organization. This 
plan began to take shape in the spring 
of 1933. It involved, first of all, set- 
ting up a local organization in New 
York City, separate and apart from the 
national organization. The National 
Board of Directors on May 18, 1933, 
authorized issuance of a charter to the 
members of The Institute in the New 
York City area, and directed that a 
form of charter be prepared in consul- 
tation with The Institute’s counsel, 
Mr. Harold Dudley Greeley. 

Choice of a word to designate the 
branches of The Institute presented a 
puzzling problem. After much discus- 
sion the word “Control” was adopted, 
as having a connotation in keeping 
with the name of the parent organiza- 
tion, and also with the objectives of 
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The Institute. Credit for originating 
this name for the branches was ac- 
corded jointly to Mr. F. C. Watkins 
and to the secretary, each of whom 
separately had worked out this desig- 
nation. It was approved by the Board 
of Directors. The first completed char- 
ter for a Control was formally awarded 
to the members in New York City and 
vicinity by the Board of Directors on 
September 13, 1933. 

The secretary spent several weeks 
in Pittsburgh and Chicago in Novem- 
ber and December, 1933, and in Jan- 
uary, 1934, preparing for organization 
of Controls in those centers. Mr. 
Daniel J. Hennessy, who had been 
elected President of The Institute in 
September, 1933, Vice-President J. 
Calvin Shumberger, Treasurer O. W. 
Brewer, and several members of the 
Board of Directors, as well as the sec- 
retary, attended dinners in Pittsburgh 
on October 30 and November 27, 
1933, following which a decision was 
reached to organize a Control in that 
city. Similar meetings in Chicago were 
attended by Vice-President Daniel H. 
Bender, Mr. Watkins, then chairman 
of the Executive Committee, and the 
secretary. Organization of the first 
Controls outside of New York City 
thus was accomplished in the adminis- 
tration of Mr. Hennessy, second presi- 
dent of The Institute. 

Chicago was second to apply for a 
charter, and Pittsburgh third. Forma- 
tion of additional Controls followed 
year by year. At this time there are 


eleven such Controls. The dates of is- 
suance of charters were: 


New York September 13, 1933 
Chicago November 22, 1933 
Pittsburgh January 4, 1934 
New England June 25, 1934 

San Francisco October 10, 1934 
Cleveland April 29, 1935 
Philadelphia May 27, 1935 

St. Louis October 14, 1935 
Cincinnati April 30, 1936 
Detroit April 30, 1936 
Los Angeles April 30, 1936 


Rules for the formation and gov- 
ernment of Controls, constituting a 
Manual, were drafted with great care 
by a committee composed of Messrs. 
H. H. Weinstock, Chairman; Frank- 





First Elected Board of Directors 


Directors of The Controllers In- 
stitute of America, Elected in 


September, 1932 


DANIEL H. BENDER 
Utilities Power & Light Corporation, 
Chicago. 

ALAN G. BENSON 
New York City. 

O. W. BREWER 
American Gas Association, New 
York City. 

F. J. CARR 
Bronxville, New York. 

FRANKLIN D. COLBURN 
Hegeman-Harris Company, New 
York City. 

RODNEY S. DURKEE 
Socony-Vacuum Corporation, New | 
York City. | 

FRANCIS B. FLAHIVE | 
Columbia Gas & Electric Corpora- 
tion, New York City. 

ROBERT E, FREDERICKSON 
Symington Company, 
New York. 

DANIEL J. HENNESSY | 
Long Island Lighting Company, | 
New York City. | 

R. FRANKLIN HurRST | 
Walter Scott & Company, Plainfield, | 
New Jersey. | 

WALTER M. LOBERG | 
Puritan Chemical Company, Min- | 
neapolis. 

ARTHUR OLSEN 
Burns Brothers, New York City. 

Leroy V. PORTER 
New York Central Lines, New York | 
City. | 

C. H. RoBErRTS 
Johns-Manville Corporation, New 
York City. 

J. CALVIN SHUMBERGER 
Lehigh Portland Cement Company, 
Allentown, Pennsylvania. 

BENJAMIN G. SMITH | 
E. R. Squibb & Sons, New York | 
City. 

| F. A. ULMER | 
Monsanto Chemical Works, Inc., St. | 
Louis. 

F. C. WATKINS 
U. S. Industrial Alcohol Company, 
New York City. 

H. H. WEINSTOCK | 
New York Times, New York City. | 

EpwarD E, WILLIAMS 
American Optical Company, South- 
bridge, Massachusetts. 

EUGENE R. WOODSON 
Railroad Credit Corporation, Wash- | 
ington, D. C. | 


Rochester, | 











lin D. Colburn, F. C. Watkins, and 
Harold Dudley Greeley, The Insti- 
tute’s counsel, and adopted by the 
Board of Directors June 25, 1934. 
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SIGNATURE OF TAX RETURNS BY 
CONTROLLER 


Provision for the signature of Fed- 
eral income tax returns by the ‘‘con- 
troller or chief accounting officer’ was 
set up as an objective to be sought by 
The Institute, as a result of a sug- 
gestion made to the Board of Directors 
October 16, 1933, by Major J. Cal- 
vin Shumberger, then vice-president 
of The Institute. He had had confer- 
ences on that subject with officials of 
the Internal Revenue Department, in 
company with Mr. F. A. Woodis, at- 
torney, of Washington, D. C., and 
with others interested in this under- 
taking. Other conferences followed, 
through more than a year. 

The change in the form of the sig- 
nature section of the income tax re- 
turn, sought by The Institute, was 
made and became effective in the re- 
turns distributed early in 1935, for 
the reporting of 1934 taxable incomes. 
This was during the administration of 
Major Shumberger, third president of 
The Institute. Credit is given Major 
Shumberger for having almost single 
handed accomplished this result. He 
appeared before the Finance Commit- 
tee of the Senate, officials and commit- 
tees of the Internal Revenue Bureau, 
and conducted an intensive campaign. 
The word “‘controller’’ was not used in 
the revised tax return form, the officials 
of the Treasury Department fearing 
that many concerns which are far too 
small to have officers or employees 
who are really controllers would be 
tempted to confer this designation on 
persons not of the grade of controller, 
for the purpose of complying with the 


terms of the report form. The words 
“chief accounting officer’ were there- 


fore added to the blank. Thus it be- 
came possible for the first time for 
the company officer or employee who 
really compiled the income tax return, 
to sign it and assume responsibility 
for it, instead of passing that respon- 
sibility on to others who had had lit- 
tle or no part in compiling the report. 


FOUNDING OF “THE CONTROLLER” 

On January 4, 1934, Mr. R. Frank- 
lin Hurst presented to the Board of 
Directors a plan for publishing a 
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monthly journal. The plan called for 
a small underwriting. It was approved 
immediately, the underwriting was 
made available within two weeks, and 
the first issue of THE CONTROLLER 
was published in February, 1934. The 
magazine was well received by mem- 
bers, to whom it is sent as a part of 
the service given by The Institute, and 
nearly 500 non-members have since sub- 
scribed for it. THE CONTROLLER has 
taken a place among the publications 
found to be useful to not only con- 
trollers but to privately employed ac- 
countants generally, and to corpora- 
tion executives. 


First SPRING CONFERENCE 


During the presidency of Mr. Dan- 
iel J. Hennessy The Institute con- 
ducted its first spring conference on 
April 20, 1934, a successful and 
largely attended affair, during which 
a number of current problems of the 
controller were discussed. The con- 
ference closed with a dinner at which 
several prominent speakers were heard. 


’ Following this plan in a modified 


form, mid-year meetings on a large 
scale were held early in 1935 and 1936, 
in the form of dinners addressed by 
government officials, Honorable Rob- 
ert E. Healy, of the Securities and 
Exchange Commission, in 1935, and 


Honorable John G. Winant, chairman 
of the Federal Social Security Board, 


in 1936. Many members of The In- 
stitute from distant points, and many 
guests, attended these affairs and prof- 


ited largely from them. 


INSTITUTE HEARD ON EXCHANGE 
ACT 


The Institute voiced opposition to 
many of the provisions of the pro- 
posed Securities Exchange Act, in 
March, 1934, Mr. Edwin F. Chin- 
lund appearing twice before the United 
States Senate’s Committee on Banking 
and Currency to suggest changes in 
the proposed measure for regulation 
of stock exchanges, and in the forms 
of financial statements and reports to 
be required by the act as drafted. 

During the summer of 1934, a spe- 
cial committee appointed by President 
Daniel J. Hennessy to make recom- 
mendations to the Securities and Ex- 
change Commission with respect to the 


accounting and reporting provisions 
of the regulations for administration 
of the Securities Exchange Act of 
1934, made a careful study of the Act 
and drafted a set of recommendations, 
which were placed in the hands of the 
Commission. The special committee 
was composed of: Messrs. Daniel H. 
Bender, Chairman; Daniel A. Beaton, 
Hayden Hodges, Benjamin G. Smith, 
and J. S. Snelham, with Mr. Hen- 
nessy, president, and the secretary, 
members ex-officio. 


STUDY OF FUNCTIONS OF 
CONTROLLER 

The Metropolitan Life Insurance 
Company asked the cooperation of The 
Institute in the spring of 1934, in 
revising its booklet, “Functions of the 
Controller.’ The assistance asked was 
given in full measure, extending 
through nearly a year. Mr. B. G. 
Smith, chairman of The Institute’s 
Committee on Professional Standing, 
had charge of the work. Information 
was sought and obtained from many 
members of The Institute, with re- 
spect to modern practices. This data 
was collaborated, put into shape for 
publication, and submitted to the Met- 
ropolitan Life Insurance Company. 
The revised booklet, when it finally 
appeared in print in April, 1935, was 
in large measure the work of Mr. 
Smith. This work was highly praised 
in many quarters. The booklet had 
and still has, a wide circulation and 
it is believed that it-is having a wide- 
spread effect on business concerns as 
they revise their setups. 

ENLARGED FIELD OF WORK 

A review of the period 1933-1934, 
during which Mr. Daniel J. Hennessy 
was President, was published by The 
Institute in August, 1934. After de- 
scribing establishment of several Con- 
trols, the Spring Conference, and the 
beginning of publication of THE Con- 
TROLLER, the review said: 


RELATIONS WITH STOCK EXCHANGE 

“This has been a most active and 
productive year for the Committee’ on 
Stock Exchange Relations, under the 
chairmanship of Mr. Edwin F. Chin- 
lund, vice-president and controller of 
the International Telephone & Tele- 
gtaph Corporation. ... . 
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“In the fall of 1933 the New York 
Stock Exchange proposed a new form 
of public auditing procedure, appli- 
cable to firms which request listings on 
the Exchange. This proposed new 
program was submitted to the mem- 
bers of the Controllers Institute of 
America, with requests for comments. 
A number of communications were re- 
ceived from members. One suggestion 
made by the Exchange had to do with 
the manner of stating notes and ac- 
counts receivable due from officers, 
employees or affiliated companies. The 
proposed procedure was to state these 
separately. The Committee of the Con- 
trollers Institute of America approved 
the suggestion made by several mem- 
bers, that it not be required that small 
indebtednesses of employees of cor- 
porations, such as for goods, services, 
or traveling expenses, be set forth 
separately. This amendment was ac- 
cepted by the Exchange. 

“The Institute was asked to pass on 
a requirement which the Exchange pur- 
posed to apply to corporations seeking 
new listings, which was in the form of 
an agreement having to do with re- 
ports with respect to the uses to which 
reacquired stock was to be put. The 


Committee approved this proposed ac- 
tion by the Exchange, and sent copies 


to the members of The Institute. 


‘A third most important matter re- 
ferred to the Committee was a pro- 


posed standard form of accountant’s 
report, to be made at completion of an 
audit. The proposed form had been 
prepared by the American Institute of 
Accountants, and had been submitted 
to the New York Stock Exchange for 
adoption. The Exchange, before act- 
ing, sent the proposed form to the 
Controllers Institute of America for 
scrutiny and comment. 

“The Committee gave careful con- 
sideration to the proposed form, and 
recommended one change to the Ex- 
change, which was adopted. This 
change was to the effect that reference 
to explanations received by the audi- 
tors be embodied in the first para- 
graph of the proposed form, which 
states the scope of the audit. 

“In transmitting the proposed new 
form to the Exchange, Mr. Chinlund 
wrote: 
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*“ "We have conferred with the Com- 
mittee of the American Institute of 
Accountants and attach a revised form 
in which effect is given to this sugges- 
tion. This form is, we are advised, 
satisfactory to that committee, and is 
entirely acceptable to us.’”’ 


FEDERAL REVENUE ACT 


“The Institute followed closely the 
development of the provisions of the 


Federal Revenue Act of 1934. It was 
concerned with the provision which 
practically does away with consoli- 
dated return, and with other features. 
Section 52, which covers the prepara- 
tion of returns, and specifies who shall 
sign and swear to them, came in for 
study, and definite recommendations 
were made with respect to the wording 
of this section, with the result that the 
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‘principal accounting officer’ was des- 
ignated as one officer or employee of 
a corporation to sign and swear to the 
return. Later, additional representa- 
tions were made to the Rules and Reg- 
ulations Section, asking that the con- 
troller, in cases of corporations having 
such officer or employee, be specifically 
designated in the regulations, as one to 
sign and swear to the return... . . ‘ 





PRESIDENT CARR’S MESSAGE TO MEMBERS 
AT END OF FIRST YEAR 


Under date of August 17, 1932, President F. J. Carr sent this message to the members: 





The beginning of a new fiscal year for the Institute on Sep- 
tember first opens up the prospect of new activity that is sure 
to make our second year one of greatly increased interest and 
helpfulness to members. In another way, it is not our second 
year, but our first. The past months have really been little 
more than foundation building. Your directors have pur- 
posely moved slowly in the belief that the starting of any 
new organization requires very careful planning, and a thor- 
ough study of each step that may be taken. 


The idea of a professional organization exclusively for con- 
trollers is not new—it has been casually discussed over a pe- 
riod of ten years or more. When your secretary, Mr. Tucker, 
first proposed definitely to start such an organization about a 
year ago, there was a serious question in the minds of some 
of the controllers with whom he discussed it whether the 
time was propitious because of the then prevailing business 
conditions. Personal interviews with prominent New York 
controllers, and correspondence with a limited number out- 
side of New York, demonstrated such enthusiasm for the 
plan that it was clearly indicated that a controllers’ organiza- 
tion could be made to go at that time in spite of those condi- 
tions. Another very important point to be kept in mind is 
that it was fully recognized that at least a year would be re- 
quired to get the organization really functioning and there 
was certainly the hope that by the end of that year the busi- 
ness outlook would be more encouraging. The decision to 
launch the enterprise last fall now seems to have been fully 
justified. 


The work of preliminary organization was carried on by 
Mr. Tucker himself and by a self constituted board of direc- 
tors recruited by him. They elected officers. They studied and 
approved a tentative set of by-laws. They established a mod- 
est office for the Institute. They recruited new members. 
They started our simple bulletin. They started a local New 
York Chapter which has had meetings attended by a very 
large proportion of the New York membership who have 
been very enthusiastic over the interest and helpfulness of 
those meetings. 


Membership has grown steadily. We already have members 
from fourteen states and from Canada, with one member 
from far away Calgary. This steady growth in a year such as 
this, demonstrates the real need of such an organization. The 
Institute’s advance would have been more rapid but for sev- 
eral factors. Business conditions have undoubtedly had their 
effect. The directors have felt that the professional standards 
of the Institute called for careful selection rather than the 
broadcasting of efforts to get in large numbers. Many have 
waited to see if the Institute really would survive—and to 
those we can give a loud and positive “Yes,” demonstrated by 


the fundamental soundness of the organization after going 
through a most trying year. 


Our first annual meeting—actually the organization meet- 
ing for the membership as a whole—will come within a very 
few weeks. At that meeting the by-laws tentatively adopted 
by the directors will come up for approval by the member- 
ship as a whole. A new Board of Directors—a full board of 
twenty-one members—will be elected. Officers will be se- 
lected. The whole business program of the Institute will 
come up for discussion. Members themselves will have the 
opportunity to guide the activities and the plans for the com- 
ing year. Technical sessions with a definitely helpful purpose 
will be held. Along with the business detail there will be 
enough good times to provide an interesting and well 
rounded meeting. We hope that every member will be there. 


With the holding of the annual meeting, the election of 
the permanent organization, and the funds provided by the 
annual dues for the new year, the Institute will be ready to 
enter its new year with the assurance of accelerating growth 
and increased service. We believe that there is no organiza- 
tion with a finer group of members, who will continue to 
give us their loyal support. 


This is a professional organization. Its primary purpose is 
to establish a professional status for the controller. The first 
step in accomplishing this purpose was to get the organiza- 
tion functioning. That has been done. The second step is to 
develop national recognition in the business world. That 
takes time—but it comes with the growth of the Institute it- 
self and the spreading of its principles and its name, both 
through publicity directed by the central office and through 
the work and accomplishments of the members themselves. It 
can come only through an organization which has that as its 
primary purpose; which will work first, last, and all the time 
in the interests of the controller. It will not come through 
the work of any organization which is a part of, or a branch 
of, any organization which in name or purpose serves any 
group or groups other than the controllers themselves. It 
takes concentrated interest and effort directed by and in the 
name of the controllers themselves. That is where the Con- 
trollers Institute takes its own independent and exclusive 
place in the business world with confidence in the funda- 
mental soundness of its principles and with assurance of its 
future growth and service. 


Finally, I wish to express my personal appreciation of the 
long hours and tireless efforts given the Institute this last 
year by the directors and by your secretary; and of the en- 
thusiasm and loyal interest of the members. 




















LocaL MEETINGS—STUDIES OF 
TECHNICAL AND ECONOMIC 
SUBJECT 
“Meetings of controllers held 
monthly in New York City, and at 
frequent intervals in Chicago, Pitts- 
burgh and Boston, provided means 
for discussion of various subjects of 
interest to controllers, usually follow- 
ing presentation of a paper specially 
prepared by a competent authority. 
Economic subjects, such as the moves 
of the administration with respect to 
monetary problems and the currency; 
the special problems presented by 
T. D. 4422, with respect to figuring 
depreciation for income tax purposes, 
and other such topics, were dealt with. 

“Special attention was devoted to a 
study of the problem of the increasing 
burden presented by the mounting 
number of reports and questionnaires 
required by government and _ state 
agencies. 

“Much of the material emanating 
from these meetings has been pub- 
listed in THE CONTROLLER, the 
monthly publication issued by The 
Institute.” 


ACTIVITIES ACCELERATED 


Events moved rapidly during the 
last two of the five years of The In- 
stitute’s existence; the rate of growth 
of the organization was accelerated 
markedly; its range of activities wid- 
ened. These developments have been 
the subject of official record in: printed 
form. To describe them all here would 
strain space limitations. 

Reviewing the period 1934-1935, 
covered by the administration of Pres- 
ident Shumberger, the official report 
issued in August, 1935, said: 


Emphasis on Technical Studies 


The most striking fact disclosed by review 
of the year’s work is that the organization 
devoted the greater part of its energies dur- 
ing the year to technical studies, to discus- 
sions of problems of absorbing interest to 
controllers. Problems of organization, of 
setting up machinery, of providing means 
whereby studies might be made, claimed less 
of the attention of The Institute’s officers 
and directors than in the previous three 
years of its existence, those problems hav- 
ing been handled and disposed of effectively 
in 1932, 1933 and 1934. The laying of 
ground work, defining of policies, enrolling 
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of members in sufficient numbers to assure 
provision of means for attaining its objec- 
tives—all of them matters which claimed 
much of the attention of The Institute’s of- 
ficers and members in its formative years— 
had been almost completed when the present 
year, beginning September 1, 1934, opened, 
and the organization thus found itself in a 
position to move ahead constructively along 
the lines projected when The Institute was 
founded. 

President J. Calvin Shumberger, elected 
in September, 1934, described the position 
of The Institute concisely in his inaugural 
address and speech of acceptance when he 
said: 

“An organization more comprehen- 
sive than The Controllers Institute and 
with as auspicious an evolution is a 
rarity. We are now an established 
institution. The formative years of the 
life of our organization have given 
way to a firm maturity with its roots 
grounded in the determination to edu- 
cate ourselves for service and our em- 
ployers to the knowledge of that high 
purpose which alone confirms the di- 
rection of our work together.” 


Principal Activities of 1935 
Stated briefly, these are the principal ac- 
tivities and accomplishments of The Insti- 
tute which may be recorded for 1935: 


Organization of Research Council 
completed, and first study made. 

Wide range of subjects of technical 
and professional interest discussed, in 
various centers, and reported in official 
publications. 

Valuable service performed in making 
available to the public, as well as to con- 
trollers and financial officers of corpora- 
tions, detailed information with respect 
to procedures to be followed under the 
Securities Exchange Act of 1934 and its 
underlying regulations, and in suggesting 
to the Securities and Exchange Commis- 
sion workable, practical applications of 
the law, to be incorporated in the regula- 
tions. 

Studies made of problems involved in 
unemployment insurance and other so- 
cial security legislation, with particular 
reference to the provisions of federal 
and state measures. 

Clarification of relations of controllers 
with public accountants, and with other 
professional men, including engineers 
and attorneys. 

Preparation of latest available facts as 
to work done by controllers in various 
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kinds of business concerns—their duties, 
responsibilities, authority, and scope of 
activities. 

Placing of responsibility on controller— 
or principal accounting officer—for prep- 
aration of federal tax returns, accom- 
plished by securing amendments of regu- 
lations, and of tax return forms, so as to 
provide for signature of returns by the 
controller or principal accounting officer. 

Completion of plans for legislative 
campaigns in the states, to lead to enact- 
ment of amendments of corporation, busi- 
ness and tax laws to make the controller 
a statutory officer. 

Mapping out of program of education 
for those who would equip themselves 
to become controllers. 


The newly enacted Securities Ex- 
change Act of 1934 claimed a large 
portion of the attention and energies 
of The Institute, beginning with the 
fall of 1934. A new Committee on 
Cooperation with the Securities and 
Exchange Commission was appointed 
by President J. Calvin Shumberger, 
who took office in September. Mr. 
Albert J. Lansing was named chair- 
man. The regulations were then be- 
ing written for administration of the 
Securities Exchange Act of 1934. The 
committee, and controllers generally, 
were deeply concerned over the extent 
of information to be required from 
listed companies, and the form of re- 
ports to be filed. The Committee 
worked with the Commission on spe- 
cial phases of these problems. Meet- 
ings were held in several cities to dis- 
cuss the regulations when they were 
promulgated. 

A review of the work done by The 
Institute on that subject, prepared as 
part of the annual report, read: 


Prompt and Thorough Service with Respect 
to Procedure under Securities Exchange 
Act 

The task performed by The Institute this 
year in the one matter of shedding light on 
just what was required of companies having 
securities listed, or to be listed, on National 
Exchanges, under the Securities Exchange 
Act of 1934 and its regulations, stands out 
as a most constructive piece of work of 
great practical value not only to controllers 
and other financial officers of companies, 
but to practicing public accountants and at- 
torneys, to the companies themselves, and 
to the business public generally. 

The Institute had made definite repre- 
sentations to the newly appointed Securities 
and Exchange Commission, in the summer 
of 1934, with respect to points which it was 
suggested be covered in the regulations, 
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which were then being formulated by the 
Commission. 

In October, 1934, a conference of con- 
trollers of many of the leading corporations 
of the country was called at the Bankers 
Club, New York City, representing a cross 
section of industry. Informal addresses 
were made by attorneys, public accountants 
and controllers, as to the desirability of 
presenting to the Securities and Exchange 
Commission, the views of controllers with 
respect to the practical application of the 
law, through the regulations then in process 
of formulation. The meeting voted to em- 
power President J. C. Shumberger, of The 
Controllers Institute of America, to appoint 
a special committee to handle the matter. 
President Shumberger appointed the com- 
mittee, which later made additional repre- 
sentations to the Commission with respect 
to the from and scope of the proposed reg- 
ulations and their practical application. The 
drafting of the regulations had by that time 
been pretty well advanced. The committee 
appointed by President Shumberger is com- 
posed of: ALBERT J. LANSING, Colgate- 
Palmolive-Peet Company, Chairman; EDwIN 
F. CHINLUND, International Telephone and 
Telegraph Corporation; W. R. DoreMus, 
Ingersoll-Rand Company; RopNey  S. 
DurRKEE, Socony-Vacuum Oil Company, 
Inc.; WuILtiAM P. KELLy, International 
Harvester Company; J. S. SNELHAM, Con- 
tinental Can Company, Inc.; F. C. Wart- 
KINS, U. S. Industrial Alcohol Company ; 
DaNniEL A. BEATON, East Lynn, Massa- 
chusetts. 

Members of the committee had several 
conferences with the Commission in Wash- 
ington which covered some of the more im- 
portant points with which the proposed reg- 
ulations would deal. 

When Form 10 and its accompanying in- 
structions were ready for promulgation, in 
December, 1934, a meeting of Institute 
members was called in New York City in 
which an informal conference was had with 
Mr. J. M. B. Hoxsey, executive assistant 
to the Committee on Stock List of the New 
York Stock Exchange. Mr. Hoxsey had been 
in close touch with the Securities and Ex- 
change Commission during the writing of 
the regulations. From him, with the consent 
of the Commission, much valuable advance 
information with respect to the regulations 
and proposed procedures was obtained. The 
regulations were announced to the public 
a day later. 

Honorable Robert E. Healy, a member of 
the Securities and Exchange Commission, 
accepted an invitation to address members 
of The Institute on January 31, and on that 
date a dinner attended by more than 300 
controllers and their guests, for the most 
part other officers of their corporations, was 
held in Hotel Roosevelt, New York City, 
with Commissioner Healy as guest-speaker. 
Members of The Institute had been asked to 
submit in advance detailed questions as to 
procedure which had presented themselves, 
under the law and the regulations as they 


then stood. A special Committee coordi- 
nated and collated the many questions sub- 
mitted, some of which came from public 
accountants, and one week in advance of the 
meeting date thirty-four carefully prepared 
questions were sent to Commissioner Healy 
at Washington. 

Every one of the thirty-four questions was 
answered in detail by Commissioner Healy 
in his address on January 31. A complete 
transcript of his address was published in 
the February number of THE CONTROLLER, 
the official publication of The Institute. 
Copies of that issue were purchased in 
quantities. Many public accounting firms 
bought supplies of 50 to 100 copies for 
distribution to their staffs and their clients. 
Members of The Institute and other con- 
trollers provided themselves with extra 
copies. The material presented by Commis- 
sioner Healy constituted the most timely 
and practical information then available. 

Commissioner Healy in his address of- 
fered to answer additional questions, to be 
submitted to him privately by The Institute. 
Members were invited to propound ques- 
tions with respect to problems which had 
arisen in their particular cases. Many mem- 
bers availed themselves of that offer, sub- 
mitted questions to The Institute, and obtained 
prompt answers. This is an arrangement 
which is continuing. The offer is still 
open to members of The Institute and to 
other controllers and financial officers of 
corporations. 


UNEMPLOYMENT INSURANCE 


Unemployment insurance became a 
topic of discussion in this period, 
1934-1935. A paper by Mr. T. E. 
Shearer was published in THE Con- 
TROLLER, and several Controls de- 
voted meetings to informal discussions 
and to formal papers that year. 

A form of certificate of member- 
ship was adopted; more than 400 have 
been issued; engraved membership 
cards of pocket size were issued; an 
Advisory Council was formed, com- 
posed of former members of the Board 
of Directors; a plan was presented by 
which The Institute may aid in stand- 
ardizing and simplifying tax returns; 
further progress was made in develop- 
ing the educational program of The 
Institute; a study was made of the 
relations of controllers with public ac- 
countants and other professional men; 
a long list of technical articles were 
published in THE CONTROLLER. It 
was an exceptionally busy and profit- 
able year. At its close, in the annual 
meeting in September, 1935, President 
Shumberger said: 
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“Tonight, matters technical must 
give place to matters emotional—and 
my remarks come from the depth of 
my heart. Gratefully I tell you of 
the happiness I have known because 
of your support this past year. The 
secret of happiness is not in doing 
what one likes, but in liking what one 
has to do. The opportunity of working 
with those splendid men who served 
The Institute as vice-presidents, those 
comprising the Board of Directors, 
our efficient, energetic and affable 
executive secretary, and the presidents 
of the Controls, guaranteed that my 
work should be enjoyable. For the 
kind counsel of the past presidents of 
The Institute I am most grateful. 

“Useful knowledge is the great ob- 
ject of our desire. We must continue 
to apply ourselves with zeal to the 
practice and profession of controller- 
ship. Knowledge is attained by de- 
grees and cannot everywhere be found. 
The Institute of which we are mem- 
bers is the means whereby, through 
an association of ideas, we develop 
strength through increased know!l- 
edge.” 

The fifth, and most recent, year of 
The Institute’s existence and activities 
is reviewed as a whole and in consid- 
erable detail in another article. 

From the small beginnings in 1931, 
noted in this historical sketch, to the 
present status, with recognition on 
every hand of The Institute’s valuable 
accomplishments, and with a member- 
ship large enough to enable the or- 
ganization to undertake and complete 
worth-while programs, is a brief span, 
but an active one. Every man in The 
Institute hopes and expects that these 
five years are but the forerunners, the 
initiation into many more spans of 
even greater usefulness to those in the 
field of controllership. 





Send Copies to Your Friends 


Why not send copies of this issue 
of “THE CONTROLLER” to a few 
of your friends? They would ap- 
preciate having them, and would un- 
doubtedly enjoy having detailed in- 
formation as to the beginnings of, 
and the progress made by, THE 
CONTROLLERS INSTITUTE OF 
AMERICA. Copies will be mailed 
from this office on order, and notice 
sent to addressees. 
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A Tribute to the Founder of the 
Institute, Arthur R. Tucker 


B* request of the Editorial Board 
the chairman of the Committee 
on Publication of THE CONTROLLER 
has assumed editorial jurisdiction over 
the pages containing the article, “A 
Tribute to the Founder of The In- 
stitute, Arthur R. Tucker,’ by ALAN 
G. BENSON. ; 

—Harry H. WEINSTOCK. 


‘A victory is twice itself, when the Achiever 
brings home full numbers.” 
—Shakes peare. 


Shakespeare’s reference to the ad- 
vantages of victory is appropriately fit- 
ting as a text for a just tribute to 
Arthur R. Tucker, founder and or- 
ganizer of the Institute, on the eve of 
convening the Fifth Annual meeting of 
The Controllers Institute of America. 

As ‘the writer looks back upon the 
five troubled years that now belong to 
history, his thoughts wander to the 
circumstances and problems which con- 
fronted the capable secretary—and 
other officers—during the early exist- 
ence of the Institute. Through these 
years the writer has been privileged to 
observe at close range some of the 
many difficulties which Mr. Tucker was 
called upon to surmount. One thing is 
certain, namely, that the success which 
has attended the efforts of the founder 
is by no means accidental. Beyond a 
doubt, it is due principally to the tal- 
ent, ability, industry, determination and 
perseverance—all of which go to make 
up the pre-eminent qualities of Arthur 
Tucker. He is one of those fortunate 
individuals possessed of a disposition 
and a faculty for straight thinking. 
These attributes brought action and pur- 
pose into the non-profit corporation cryp- 
tically referred to as ‘The Institute.” 

Mr. Tucker was born at Bradford, 
Pennsylvania, and in early boyhood 
his parents moved to Rochester, New 
York, where he began his early train- 
ing, commencing with the public 
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school and Free Academy, and later 
rounded out his educational bent in 
the University of Rochester. After 
leaving his Alma Mater, he became a 
member of the newspaper fraternity. 
For fifteen years he was engaged in the 
field of advertising, reporting and edit- 
ing, and at the close of these activities 
he was for nearly two years the Wash- 
ington correspondent of one of Roch- 
ester’s largest dailies. This manifold 
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experience in the newspaper business 
prompted the Rochester Chamber of 
Commerce to call him to the office of 
assistant secretary of that organization. 
After a successful term in this position 
he was chosen secretary of the World's 
Diary Congress in the nation’s Capitol. 
He spent a year and a half in Wash- 
ington, after which he was chosen 
director of the Bureau of Public Af- 
fairs of the American Institute of Ac- 
countants upon the formation of that 
Bureau late in 1923. By virtue of this 
appointment he became assistant secre- 


tary of the American Institute of Ac- 
countants. It was in this position that 
he began to explore the intricate rami- 
fications of accountancy. 

The trained man is at his best 
when he is dealing with analyses. His 
education has all tended in that direc- 
tion. This is true of Arthur Tucker. 
After serving three years with the 
American Institute of Accountants, he 
was chosen to become managing editor 
of “The American Accountant,” a pub- 
lication launched in New York City in 
February, 1927, devoted exclusively to 
comprehensive accountancy. Under the 
facile pen and analytical mind of its 
managing editor, this magazine made 
rapid progress. 

Five years of editing brought to him 
the conviction that the controllers of 
business concerns in the United States 
were lacking in an organization in 
which they could discuss their many 
and diversified corporate problems. To 
him the need of a fact-gathering 
agency, for the use of management, 
had long been apparent. It is not 
strange, therefore, with the advent of 
The Institute, that such an organiza- 
tion has rapidly developed. With the 
accomplishments of its excellent com- 
mittees, semi-annual conferences, and 
annual meetings, the Controllers In- 
stitute of America has earned the com- 
mendation of American management. 
It is not too much to say that the 
years that lie ahead will develop the 
study of fact finding; of a technique 
to handle collections; of the summari- 
zation, reporting and interpreting of 
factual data for the determination of 
policies and for their execution. All 
these The Institute will have proved 
to business management the greatest 
boon to their financial interest that has 
been developed in this generation. 

It was in mid-September of 193i 
that Mr. Tucker took the first definite 


(Please turn. to page 224) 
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Tribute to Founder 
(Continued from page 221) 
steps toward forming The Controllers 
Institute. His official relations with 
“The American Accountant’ were 
severed on October 1, 1931, and dur- 
ing the worst depression the Western 
World has ever experienced he began 
to organize the controllers of Ameri- 
can business concerns. The measure of 
success that has attended his work is 
evidenced by the strength and stand- 
ing which The Institute enjoys today. 
In this pursuit Arthur Tucker dis- 
played courage and tenacity, honesty 
of purpose, and a high degree of or- 
ganizing ability, which greatly aided 
him in carrying on in the formative 
period and in the earlier years, in the 
face of discouragements and tribula- 
tions that would have tested the pa- 
tience and mettle of the average man. 

In the early days of the Insti- 
tute, after THE CONTROLLER was 
launched, it was a common event to 
see Mr. Tucker leaving the office for 
his home with a portfolio under his 
arm bulging with articles to be edited 
and material to be drafted. This work 
when completed, frequently found the 
two hands of the clock closing on 
midnight like a pair of shears snipping 
off another day. 

Our Secretary and Managing Di- 
rector is not merely an employee of 
the Institute. Money could not pay for 
the untiring zeal and unbounded en- 
thusiasm put into this work, which 
has resulted in giving to American 
business and its controllers an organ- 
ization of definite value. In this 
achievement he modestly ascribes a large 
share of success to a group of loyal 
and faithful workers. His vision in 
seeing the need of a controllers’ or- 
ganization and the value which such 
an organization would return to them 
recalls Gladstone’s familiar phrase, 
“appeal to time,” looking not only to 
the present, but to future fulfillment 
of a greater vision of the destiny and 
assignment that awaits The Institute 
in the coming years. 

Arthur Tucker brought to his latest 
activity a knowledge of the science of 
accountancy, familiarity with organiza- 
tion work, ability as a public speaker, 
business loyalty, intellectual develop- 
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ment, and an erudition that enables 
him to give forceful expression to the 
written word, as has been ably demon- 
strated in the pages of THE CONTROL- 
LER. These have materially assisted 
him in overcoming the obstacles in- 
evitably encountered in the formation 
of The Institute. Fortunate indeed are 
the members in having Arthur Tucker 
as an executive officer. 

We now come to the Fifth Annual 
Convention with a feeling of opti- 
mism, which springs from the satisfac- 
tion of having seen the small acorn 
grown to a sturdy oak, and hopeful 
of rendering to business concerns in 
America, and to its members, a serv- 
ice which will more than justify its 
existence. All this has been accom- 
plished in five short years marked in 
the industrial world by vicissitudes and 
economic upheavals. The lesson it has 
taught is aptly summed up by Burke: 

“He that wrestles with us 
strengthens our nerves and sharpens 
our skill. Our antagonist is our 
helper.” 


Should the long predicted “winter of 
discontent” be made “glorious sum- 
mer’ by the sun of business revival, 
which is so confidently predicted on 
every hand, The Institute, under the 
able executive direction of Arthur 
Tucker, with its efficient body of loyal 
members, is in a splendid position to 
render to American industry full serv- 
ice to combat economic evils, while to 
its members it will serve as an ever- 
useful agency in fitting them for better 
performance and greater responsibility. 
As the writer withdraws modestly 
and quietly into obscurity he wishes 
for The Institute, and its capable and 
genial secretary and founder, many 
years of usefulness, success and pros- 
perity. 
OPIES of THE CONTROLLER go 
without charge to members of 
The Controllers Institute of America. 
To non-members the subscription rate 
is $4 a year. Members in many in- 
stances have arranged for extra copies 
to go regularly to other officers of their 
companies, and members of their staffs. 
Back numbers are available for all ex- 
cept a few numbers since publication 
was begun in February, 1934. 
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Year’s Work Exceptionally Productive, 
Annual Review Discloses 


Institute’s Activities Cover Wide Range of Subjects—Ex pansion of Research Func- 
tion May Be Pointed to as Outstanding Development of Year—Many Studies of Cur- 
rent Problems of Controller Made and Published—Article by ARTHUR R. TUCKER. 


r is with a sense of real satisfaction 
that this summary and review of the 
year’s work of THE CONTROLLERS IN- 
STITUTE OF AMERICA /s presented. It 
spells growth in every direction, and a 
fulfilment of the functions of the or- 
ganization. It is stimulating; it presages 
greater accomplishments in the years 
ahead. —TuE Epiror. 


When Mr. Rodney S. Durkee took 
office as president of The Controllers 
Institute of America in September, 
1935, he said: 

“We are not going to try to do any- 
thing spectacular this year. We are 
going ahead on the well-ordered, con- 
servative, yet progressive plan to render 
service to industry, our businesses, and 
ourselves.” 

That is exactly the record of the fifth 
year of The Institute’s activities— 
“well-ordered, conservative yet pro- 
gressive, service,” but in a notably ex- 
panded degree. 

President Durkee promised ‘“‘noth- 
ing spectacular,” but in one or two 
instances there were deviations from 
that program. In the matter of mem- 
bership growth, for instance, the year 
broke all records, which might be 
termed spectacular; and in the matter 
of service performed in conjunction 
with the social security laws, Federal 
and state, particularly the unemploy- 
ment insurance laws of the states, the 
members of The Institute and The In- 
stitute itself performed a task which 
at least borders on the spectacular. 

Social security legislation, new tax 
legislation, and new regulations and 
forms prescribed by the Securities and 
Exchange Commission, presented the 
most perplexing problems of the year, 
and the activities of The Institute cen- 
tered in large measure around these 
matters. 


If one general trend, in The Insti- 
tute’s activities, may be distilled or ex- 
tracted from the general run of ac- 
complishments and held up as the most 
significant development of the year, it 
is the very pronounced expansion of 
that function of The Institute which 
may be described as its research, or 
study, activity. The Institute was the 
agency for gathering, analyzing, and 
disseminating information on more 
current problems of the controller dur- 
ing the year just closed than in any 
previous period of its existence. More 
controllers propounded questions, more 
suggestions as to specific matters con- 
cerning which inquiry might be made, 
were received, than ever before. The 
studies were made and the results pub- 
lished promptly. Thus The Institute 
measured up to its principal function 
in a degree which many members de- 
clared is highly satisfactory. It is this 
activity which more than any other 
justifies the existence and continued 
growth of the organization. 


Unemployment Insurance 

The Fourth Annual Meeting in 
September, 1935, was scarcely out of 
the picture before controllers began 
to concern themselves with the fact 
that in several states unemployment 
insurance laws were to go into effect 
the first of the year, so far as record 
keeping and report making were con- 
cerned. In some states first payments 
also were involved. 

Studies of the problems presented 
were begun in all the states affected. 
Controls called meetings, to be ad- 
dressed by state officials in charge of 
administering the unemployment in- 
surance laws. In other states—New 
Jersey, for instance—members of The 
Institute took part in studies and con- 
ferences to determine whether state 


unemployment insurance laws should 
be enacted. 

In California a committee of the San 
Francisco Control was called into con- 
sultation with the State Commission 
and was asked to make suggestions 
with respect to the regulations which 
were about to be promulgated, and 
with respect to the forms to be used 
for record keeping and report making. 
The controllers’ committee’s recom- 
mendations were accepted and adopted 
almost in their entirety, and the Com- 
mission expressed its appreciation of 
the assistance given. 

Similarly, in Massachusetts, the 
members of the New England Con- 
trol offered their cooperation to the 
state commission with respect to regu- 
lations, which was accepted. 

In Oregon the forms devised by 
California were adopted with but 
minor changes. These were the forms 
suggested by the members of the San 
Francisco Control. The regulations 
promulgated in Oregon also follow the 
general pattern of those in force in 
California. This work done by the 
committee of the San Francisco Con- 
trol stands out as one of the note- 
worthy achievements of the year. 


STATE PROBLEMS STUDIED 

In New York City plans were put 
into effect early to acquaint members 
of The Institute and controllers gen- 
erally with what was to be required 
with respect to record keeping, report 
making, and payments of the tax, un- 
der the New York State law. Mr. 
Glenn A. Bowers, state director of 
Unemployment insurance, addressed a 
largely attended meeting of the New 
York City Control on October 31, 
1935. Besides reviewing the economic 
concept underlying the Act, and the 
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provisions of the Act itself, Mr. 
Bowers consented to reply to questions 
from the audience, of which there 
were many. 

The stenotypist’s transcript of the 
questions and answers, as well as of 
the address itself, formed one of the 
most useful and interesting reports up 
to that time, as to the details of pro- 
cedure. There was a wide demand for 
copies of THE CONTROLLER, in which 
this material appeared. 

Mr. Bowers addressed the New York 
City Control again on April 23, 1936, 
shortly before the date on which the 
first payments were to be made under 
the Act. Many additional questions 
were asked and answered, and the re- 
port of the proceedings of this meeting 
also was published in THE CONTROL- 
LER, forming another document of 
great value to controllers. 

The Chicago Control was concerned 
principally with the provisions of the 
Federal Social Security Act, as there 
was no unemployment insurance act 
in Illinois. Professor Stuart P. Meech, 
of the faculty of the University of 
Chicago, was invited to address the 
Control, which he did on November 
19. His address, and the debate which 
followed, were published in THE Con- 
TROLLER, and threw much light on 
this Federal enactment which was to 
go into effect January 1, 1936. 

Various forms adopted by state 
commissions, and rulings issued from 
time to time, were reproduced in THE 
CONTROLLER. These were made 
available to The Institute by the state 
commissions through the Committee 
on Social Security Procedure, of The 
Institute, which was appointed by 
President Durkee, with Mr. H. F. 
Elberfeld as chairman. The commit- 
tee, immediately upon organizing, pro- 
posed a definite program and method 
of procedure, which were approved by 
the Board of Directors of The In- 
stitute, as follows: 


PROGRAM OF INSTITUTE’S 
COMMITTEE 


“The Committee on Social Security Pro- 
cedure, of THE CONTROLLERS INSTITUTE 
OF AMERICA, has given careful considera- 
tion to a proposal to place its facilities at 
the disposal of governmental authorities and 
industry at large in the matter of Federal 
and State Unemployment Insurance and 


Old Age Annuities, as it has in the past 
with respect to legislation affecting ac- 
counts and record keeping, and has decided 
upon the following course of procedure: 
1. To invite cordially the Federal and 
State authorities charged with admin- 
istration and enforcement of Social 
Security Laws to avail themselves of 
the facilities of The Institute and 
through it the accounting and record- 
keeping experience of its member- 
ship. 
. To invite cordially industrial and 
business houses not directly repre- 
sented in The Institute to avail them- 
selves of the assistance of The In- 
stitute in the solving of problems 
arising out of Social Security legisla- 
tion. 
3. To cooperate with law-making bodies 
when Social Security legislation or 
amendments thereto are under con- 
sideration to the end that as much 
uniformity as possible may be ob- 
tained in Federal and State legisla- 
tion and in the administration thereof. 
4. To prepare recommendations with re- 
spect to uniform standards to the end 
that— 
(a) the greatest degree of accuracy 
in reporting may be obtained; 
(b) the auditing of reports be facil- 
itated and be conclusive in its 
findings ; 

(c) requests for supplementary re- 
ports be minimized; 

(d) duplication in taxation be 
avoided. 

5. To constitute itself as a clearing 
house for questions, answers, and in- 
formation on the subject of Social 
Security legislation and, as a conse- 
quence thereof, inform Federal and 
State administrative bodies of the 
difficulties, if any, experienced by in- 
dustry and to suggest procedures for 
overcoming them. 

6. To recommend to its membership that 
it get in touch with industrial account- 
ants not now members and _ invite 
them to participate in meetings for 
the exchange of ideas and informa- 
tion, so that the activities herein out- 
lined may be as comprehensive as 
possible. 

7. To effectuate the foregoing by means 
of the membership, acting through its 
local Controls and reporting to the na- 
tional body or directly to national 
headquarters of The Institute. 


N 


The Committee feels that in view of the 
responsibility of the members of THE 
CONTROLLERS INSTITUTE OF AMERICA 
under the Unemployment Insurance and 
Old Age Annuity laws and regulations as 
they apply to the companies they serve, 
collectively there will be such a wealth 
of experience available that The Institute 
will, with the active cooperation of the 
membership, prove itself of real worth to 
all concerned. 
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COMMITTEE PREPARES CHART 
The Committee performed an out- 


standing piece of work late in the year 
when, under direction of Chairman 
Elberfeld, it prepared a chart which 
gave in comprehensive form the salient 
provisions of the unemployment insur- 
ance laws of thirteen states. This chart 
placed in the hands of controllers, in 
a form very easily consulted, the facts 
needed in making their programs for 
record keeping, report making, and tax 
paying, in the states which had laws 
at that time (end of May, 1936). The 
chart was published in the June, 1936, 
issue of THE CONTROLLER, and elic- 
ited favorable comment. In preparing 
the chart Mr. Elberfeld obtained in- 
formation from all members of the 
committee, as to the details of the law 
in force in their respective states, and 
in some instances from Controls. 

When Regulation 90, for adminis- 
tration of the Federal Social Security 
Act, was promulgated early in March, 
by the Treasury Department and the 
Social Security Board jointly, The In- 
stitute invited Honorable John G. 
Winant, chairman of the Federal So- 
cial Security Board, to address a meet- 
ing in New York City for the purpose 
of discussing details of procedure, per- 
plexing problems, border line cases, 
and the like. The meeting was held 
March 31, 1936, at Hotel Roosevelt, 
New York City and was attended by 
nearly 700 members of The Institute 
and guests, completely filling the 
Grand Ball Room. 


CHAIRMAN WINANT ANSWERS 
QUESTIONS 

Members of The Institute had been 
invited to submit in advance questions 
which had arisen in specific cases. The 
questions were coordinated by the 
Committee on Social Security Proce- 
dure, and sent, by arrangement, to 
Chairman Winant, of the Social Se- 
curity Board, who agreed to answer 
them. Mr. Winant brought the answers 
with him when he came to address 
the meeting on March 31, but time 
limitations prevented him from read- 
ing the questions and answers during 
his address. They were published im- 
mediately and sent to all those who 
attended the dinner, and later were 
published in THE CONTROLLER. 
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The Institute was constantly in 
search of specific material bearing on 
the whole subject of record keeping 
and reporting. What were controllers 
generally setting up as standard pro- 
cedures? This question was answered 
in detail by Mr. J. S. Snelham, comp- 
troller of Continental Can Company, 
Inc., who graciously made available to 
The Institute for publication a copy of 
the code of procedure which he had 
set up for the guidance of his account- 
ants and heads of departments. This 
code was made the subject of a series 
of articles in THE CONTROLLER. They 
contain information of great value to 
all controllers. The articles thus far 
appeared in the July and August issues 
of THE CONTROLLER, for which there 
was a wide demand. The third and 
last article appears in this issue. 

The question of the method of ac- 
counting for unemployment insurance 
taxes, in the accounts of corporations, 
was brought up by a member of the 
San Francisco Control. The problem 
was laid before one hundred or more 
controllers, members of The Institute, 
and their answers were published, in 
the April and May 1936, issues of 
THE CONTROLLER, constituting an ex- 
pression of opinion which has been 
pronounced of great value to control- 
lers in ruling on these questions in 
their individual cases. The articles ap- 
peared under the general heading, 
‘Methods of Charging Social Security 
Taxes.” 

Thus The Institute, beginning in the 
fall of 1935, and continuing through 
the summer of 1936, gave complete 
coverage to the problems presented by 
Social Security laws, regarded by many 
as among the most pressing of the 
year. " 


Tax Problems 
Discussion of tax problems, espe- 
cially those presented by the Federal 
Revenue Acts of 1935 and 1936, and 
by court decisions and other rulings, 
in addition to the tax matters arising 
from the social security laws, formed 
one of the major activities of the year’s 

program of The Institute. 
A meeting of the New York City 
Control on December 19, 1935, which 
was addressed by Mr. Walter A. 


Cooper, C.P.A., yielded a wealth of 


information to members. ‘‘Changes in 
Federal Tax Laws, and Recent Im- 
portant Rulings,” was his subject. 
Members were invited to submit ques- 
tions. Thus, on the eve of the closing 
of calendar year accounts, and just be- 
fore preparation of tax returns for 
1935 was to be undertaken, there was 
made available to controllers specific 
information on knotty problems, and 
an opportunity to present questions on 
puzzling cases. It was a service which 
was greatly appreciated by controllers, 
many of whom took the trouble to 
write and acknowledge it. 

When Congress was considering the 
new Federal Revenue measure of 1936, 
with its section imposing a tax on un- 
distributed earnings, plans were made 
immediately by various Controls to 
study the effect of such an enactment. 
The New York City Control invited 
Mr. Henry B. Fernald, C.P.A., to dis- 
cuss the subject, which he did at a 
meeting held May 21, 1936, while the 
measure was still being debated in 
committees of the Senate and House 
of Representatives. Mr. Fernald’s anal- 
ysis of the probable effect of enact- 
ment of such a tax was interesting and 
valuable. It apeared in the June issue 
of THE CONTROLLER. Practically all 
of the Controls of The Institute, in 
their meetings in May and June, de- 
voted time to discussion of this meas- 
ure. The other new features of the 
1936 Act also came in for attention. 

In June the problem of the proce- 
dure for accounting for the accruals 
for this tax was brought up. The ques- 
tion was published in THE CONTROL- 
LER for July, with an invitation to 
members to submit their opinions. 
Many views were expressed. They were 
summarized and published in the 
August issue of THE CONTROLLER. 
Additional views are presented in this 
number. Much interest was shown in 
the question whether the taxes should 
be included with the regular income 
taxes, shown separately on the income 
statement, or possibly handled as a 
direct charge to Earned Surplus. 

The problem is one which will be 
given further treatment later in the 
calendar year, a procedure suggested 
by several members of The Institute. 
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Professional Standing 
For the first time the committee on 
this subject was organized on a na- 


tional basis, in the fall of 1935, with 


a representative from each Control, 
in addition to several members from 


New York City. Mr. B. G. Smith was 


reappointed chairman. This expansion 
of the committee was made possible 


by establishment of Controls in addi- 
tional cities. Designation of the com- 
mittee member to represent a Control 
was in the hands of the President of 
each Control. 

The committee had laid down for 
it by the National Board of Directors 
as a program: 


Conduct further studies as to exact 
standing of controller (a) in his com- 
pany; (b) in law; (c) in the eyes of the 
business public; also as to range of 
duties and responsibilities, and as to fur- 
ther contacts that may be made by The 
Institute to advance this work. 


The greater part of the efforts of 
the committee was devoted during the 
year to a study of state and other tax 
forms, except Federal, and the possi- 
bility of arranging for provision for 
signature by the controller. In a meet- 
ing of the committee held April 28, 
1936, the committee outlined a course 
of action, and took steps to assemble, 
through members of the committee in 
various states, complete information 
with respect to the tax forms now in 
use. In a letter to members of the com- 
mittee, Chairman Smith wrote: 


COMMITTEE UNDERTAKING OUTLINED 


“At a meeting of the Committee on 
Professional Standing held in New York 
on April 28 it was decided to proceed at 
once to accumulate information in connec- 
tion with the signature of the ‘controller 
(or chief accounting officer)’ on the sev- 
eral tax or other forms required to be filed 
by corporations with the various state, 
county, and municipal authorities. Such re- 
ports would of course cover all tax re- 
turns, which in a large majority of concerns 
are prepared by the controller, including 
capital stock, income, real and personal 
property levies. There may be other re- 
turns which it would be logical for the 
controller to sign if he were permitted to 
do so. 

“The central committee, therefore, re- 
quests your cooperation in three respects. 


1. “Please obtain a blank copy of each 
return falling within any of the above 
categories and forward them to the 
committee in New York. 
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2. “We would greatly appreciate your 
examining your local state, county 
and municipal laws or ordinances, 
ascertaining what, if any, signatory 
officers are mandatory, and if so, what 
steps would have to be taken, prefer- 
ably with an attorney’s opinion, to 
have the title ‘Controller or Chief Ac- 
counting Officer’ printed on the form 
as is now done on the Federal Tax 
return. 

3. “We would appreciate your bringing 
this to the attention of the members 
of your Control and impressing upon 
them the desirability of their full co- 
operation in this work. 


“The fact that the Federal authorities 
have already recognized the responsibility 
of the ‘controller or chief accounting officer’ 
cannot be emphasized too strongly and 
when the opportune time arrives to ap- 
proach the proper governmental depart- 
ments or bureaus, the Federal blank should 
be presented for their inspection. 

“The members of the committee here 
feel sure that you and the other members 
of your Control will appreciate the effect 
that such recognition will ultimately secure 
with respect to the professional status of 
the controller in industry, and that you and 
they will lend their hearty cooperation, 
even at a sacrifice of some time and effort.” 


_ In response to this request, much 
valuable information was _ obtained, 
and additional information is being 
assembled by committee members and 
others. The complete picture of what 
has been accomplished will be pre- 
sented in the annual report of the 
chairman of the committee, at the Fifth 
Annual meeting. 

The committee is studying the pos- 
sibility of introducing amendments of 
the business or corporation laws of one 
or two states which would provide for 
designation by law of the controller 
of a corporation as one of its statutory 
officers, as is now done in some in- 
stances in which a president, secretary, 
and treasurer, are named as being re- 
quired. 

Civil and criminal liability of con- 
trollers under state laws, and Federal 
statutes, is another subject which the 
committee plans to study in later years. 
The committee has expressed the be- 
lief also that The Institute should take 
further steps in its educational cam- 
paign designed to acquaint the busi- 
ness public with what a controller is, 
and the functions which he performs. 
Articles for business publications, ad- 
dresses before technical and business 


organizations, and other similar activi- 
ties were proposed as a means of ex- 
tending this information to the public. 
This is work in which it is believed 
many members of The Institute may 
participate. 


CONTROLLER'S MARKET VALUE 

An interesting angle on the work of 
this committee was presented by a con- 
troller who wrote The Institute to 
point out the need of setting standards 
which will permit making competitive 
evaluations of the market value of con- 
trollers. This correspondent pointed 
out that the “‘turnover” of controllers 
is lower than in the case of engineers, 
for instance; that they maintain their 
positions within their companies for 
long periods. However, ‘controllers 
have no basis for evaluations of mar- 
ket value, such as engineers have,” 
this correspondent wrote, ‘‘and suffer 
in the eyes of management accordingly, 
regardless of how much our figures 
show we save the company. Relative 
compensation reflects the importance 
of a man in industry and his accept- 
ance in any organization. Improve 
their opportunity for determining their 
true market value.” 

Two very interesting papers in this 
field made their appearance during 
the year: “Controller's Ethical Stand- 
ards No Different Than Corpora- 
tion’s,” by Mr. B. G. Smith, at the 
annual meeting of The Institute in 
September, 1935; and “Interpretive 
Functions of the Controller,” a paper 
by Mr. William M. Carney, of the 
Scott Paper Company, presented at the 
same meeting. 


Securities and Exchange Problems 


The Securities and Exchange Com- 
mission referred to The Institute dur- 
ing the year, for comment and sug- 
gestion, several regulations and forms 
which it proposed to put into effect. 
The matters were referred to The In- 
stitute’s Committee on Cooperation 
with the Securities and Exchange Com- 
mission, which studied them and pre- 
pared reports to be submitted to the 
Commission. 

Among the subjects thus studied 
were: 
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Form 10-K: 

For annual report of corporations whose 
securities have been registered on na- 
tional securities exchanges; for use by 
corporations which originally filed on 
Form 10. The proposed book of in- 
structions accompanied the proposed 
Form 10-K, as referred to The Insti- 
tute. 


Reports for Interim Periods: 


Rules for reports to be required from 
corporations which have changed their 
fiscal years. 


Amendment No. 20 to Instruction Book 
for Form A-2: 


Designed to permit use of Form A-2 
by a corporation which has resulted 
from a consolidation. 


The Committee, of which Mr. AI- 
bert J. Lansing is Chairman, gave care- 
ful study to the proposed Form 10-K 
and its instruction book, at meetings 
held November 15 and November 22, 
1935, at the Bankers’ Club, New 
York City. It was recognized that 
the form and contents of these annual 
reports to be made to the Commission 
by registered companies were of ut- 
most importance, as they might be 
made excessively burdensome if set up 
in great detail. 

The preliminary discussion of the 
proposed Form 10-K by the committee 
brought it to agreement that provision 
should be made in the regulations for 
extension of time, when necessary, for 
filing reports; that Form 10-K should 
conform as closely as possible to the 
usual form of company reports; and 
that it should be simplified as much 
as possible. 

A member of the Committee, Mr. 
Edwin F. Chinlund, attended a con- 
ference called by the Commission to 
discuss Form 10-K; and a subcommit- 
tee drafted the recommendations of 
The Institute’s committee, which were 
forwarded November 22. The recom- 
mendations were specific. In the cases 
of many of the items covered by the 
book of instructions the committee 
found it had no changes to suggest. 

When Form 10-K and the instruc- 
tions were promulgated by the Com- 
mission late in December it was noted 
that it had adopted many of the sug- 
gestions made by the committee, in 
some cases using the exact wording 
that had been recommended. The 
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committee’s recommendations as to 
publicity with respect to compensation 
were adopted only in part, the Com- 
mission insisting on publication of the 
three top salaries. 

The work done by the committee 
with respect to this most important 
subject of annual reports is regarded 
as one of the outstanding accomplish- 
ments of the year by The Institute. 

On the subject of the rule covering 
the making of interim reports, the com- 
mittee was in agreement with the pro- 
posal by the Commission. This re- 
quired a company which had changed 
its fiscal year to file for the interim 
period of less than one year a report 
similar to Form 10-K, but the com- 
mittee suggested that when the in- 
terim period is less than three months 
a different arrangement might be 
made. The committee suggested that 
when the interim period is less than 
three months, this report for the short 
period be incorporated with the next 
succeeding annual report, and a rec- 
ommendation to that effect was made 
to the Commission. 

Amendment No. 20 to the instruc- 
tion book for Form A-2, which would 
permit use of that form by a corpora- 
tion which has resulted from a con- 
solidation, was studied by the com- 
mittee, and it reported that it had no 
recommendations to make with respect 
to possible changes in the form of the 
proposed amendment. 

The close working arrangement 
which The Institute has with the Se- 
curities and Exchange Commission in 
matters with which the controller is 
concerned puts The Institute in a posi- 
tion to present the views of controllers 
on these subjects. 


Annual Meeting 


The Fourth Annual Meeting of The 
Institute, held in September, 1935, was 
the largest in the history of the organi- 
zation and in many ways the most in- 
spiring and productive. It was held 
at the Waldorf-Astoria Hotel, New 
York City, lasting two days. Both 
afternoons were devoted to papers and 
addresses, instructive and stimulating, 
which were enjoyed to the full by au- 
diences averaging 250 members and 
guests. The final evening was devoted 





to the annual dinner, attended by 225. 
It proved to be a fitting finale to the 
best assemblage in the history of The 
Institute. Delegations were on hand 
from every Control, and from cities 
in which Controls were in process of 
organization. A complete report of 
the proceedings of the annual meeting 
appeared in the Year Book, which 
made its appearance early in 1936. The 
Institute is now completing prepara- 
tions for its Fifth Annual Meeting— 
its first important milestone. 


Public Utility Act of 1935 

Announcement that the Federal 
Power Commission was to promulgate 
regulations for administration of this 
act, and that the Securities and Ex- 
change Commission also was prepar- 
ing regulations for administration of 
such sections of the Act as come under 
its jurisdiction, emphasized the neces- 
sity for appointing a committee to 
study the form and scope of the pro- 
posed regulations. President Durkee, 
early in December, 1935, named a 
committee of nine, under the chairman- 
ship of Mr. F. J. Brett, of Niagara 
Hudson Power Corporation. 

The Federal Power Commission 
made available to the committee, in 
December, 1935, a tentative draft of 
the proposed regulations, for a uni- 
form system of accounts prescribed for 
public utilities and licensees subject to 
the provisions of the Federal Power 
Act. 

These were studied by individual 
members of the committee over a pe- 
riod of a month. Each committee mem- 
ber submitted to the chairman his rec- 
ommendations as to changes he deemed 
necessary or desirable in the proposed 
regulations. Several committee meet- 
ings were held, and a detailed report 
and set of recommendations prepared, 
which were presented to the Commis- 
sion at a public hearing held April 
13 and 14, 1936, in Washington. 


Research Council 

Several of the studies conducted by 
The Institute, the results of which were 
published in THE CONTROLLER, were 
made under the direction of the Re- 
search Council. In many instances 
matters come up on which quick in- 
formation is wanted by members of 
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The Institute. In such cases two or 
three simple questions are drafted and 
mailed to members—sometimes to a 
limited number. The replies received 
ate published, together with an analy- 
sis. This simple procedure has yielded 
prompt results and has elicited in- 
formation of considerable value and 
use to members of The Institute. It 
is contrasted with the more formal 
studies made from time to time by the 
Research Council, of which Mr. Henry 
D. Minich is chairman. 

The questions raised, and the prob- 
lems studied, came from the members 
themselves, who suggested them to 
The Institute. The more important 
problems of the moment come natu- 
rally to the fore, being crystallized in 
informal discussions of members at 
weekly luncheons, monthly meetings 
of Controls, committee meetings and 
other assemblages of controllers. The 
flexibility and speedy action of this 
plan of obtaining the views of a large 
number of controllers on a specific 
question, or descriptions of routines 
followed, make it especially useful. 
The burden on any one controller is 
light, and the results of a simple in- 
quity are gathered quickly. This has 
proved one of the most important de- 
velopments of the year in the work 
of The Institute. 

Other subjects, discussed in maga- 
zine articles and in papers and discus- 
sions before Controls, form a valuable 
part of the technical work of The In- 
stitute. 


Other Subjects and Activities 

CERTIFICATES OF MEMBERSHIP 

Distribution of certificates of mem- 
bership to members of The Institute 
continued at a rapid pace during the 
year. Four hundred twenty-seven cer- 
tificates were issued up to September 
1, 1936, of which 202 had been 
framed. The certificates have been 
commended for their simplicity and 
dignity, and for their attractive design. 
Pocket membership cards are issued 
each year. 


PRESIDENT’S OFFICIAL VISITS 
President Rodney S. Durkee visited 
each of the Controls at least once dur- 
ing the year, and some of them twice. 
He began with a visit to the New 
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England Control in October, 1935, 
went to the Pacific Coast in November, 
where he visited the San Francisco 
Control and attended a meeting in Los 
Angeles which was held as a prelim- 
inary to forming the Control in that 
city; and visited the newly formed St. 
Louis Control, and the Chicago Con- 
trol, on his way back east. Later in 
the year he visited the Pittsburgh Con- 
trol, also the branches in Cleveland, 
Detroit, and Cincinnati. He appeared 
at many of the meetings of the New 
York City Control. 


Four CONTROLS FORMED 

Charters were issued during the year 
to groups of members of The Insti- 
tute in four cities, permitting them to 
organize Controls. The cities, in the 
order in which applications were re- 
ceived: St. Louis, Detroit, Los An- 
geles, Cincinnati. This is the largest 
number of Controls organized in any 
one year, and brought the number of 
Controls to eleven. 


THE CONTROLLER 

The editions of THE CONTROLLER 
published during the year averaged 
twenty-four pages an issue, and the 
editions grew steadily in size, as The 
Institute’s membership expanded, and 
the number of paid subscribers grew 
in numbers. Comments received from 
readers indicate that the magazine is 
taking a prominent place among the 
technical and business journals of the 
country, and that its contents are of 
value as well as of interest, to con- 
trollers, financial officers and others. 


WiwE RANGE OF TOPICS 

Among other specific subjects dis- 
cussed during the year was that of 
the functions of a controller of a news- 
paper. This was in the form of a spe- 
cial article in THE CONTROLLER by 
Mr. A. S. Van Benthuysen, formerly 
controller of the Press Publishing 
Company, and Mr. William R. Little, 
of the Washington Star. 

Quarterly statement requirements of 
the New York Stock Exchange were 
discussed in several meetings of Con- 
trols. 

Writing of reports to stockholders 
was the subject of a paper by Mr. 
Laurence W. Aldrich, of Boston, which 


appeared in the March, 1936, issue of 
THE CONTROLLER. 

Budgeting came in for study in va- 
rious meetings of Controls, and three 
articles of exceptional merit on that 
subject, were published in THE CoN- 
TROLLER, as follows: 


“Operation of Budget of Furniture Manu- 
facturing Company,” by Mr. H. C. Perry, 
Heywood-Wakefield Company, May, 1936. 

“Budget Simply a Plan for Proper Rela- 
tion Between Activities,’ by Mr. Henry 
D. Minich, of the Sonotone Corporation, 
February, 1936. 

“Budget Plan for Specialty Business Manu- 
facturing Ornamental Metal,” by Mtr. C. 
A. Daniels, December, 1935. 


“Trends in Published Financial 
Statements” was the subject of an ad- 
dress before the Pittsburgh Control, 
by Mr. Paul W. Pinkerton, the sub- 
stance of which was published in THE 
CONTROLLER in May, 1936. 

An article by Mr. B. G. Smith, “Pro- 
posed Modifications of Forms of In- 
dentures for Corporate Trusteeships”’ 
(July, 1936, CONTROLLER) attracted 
considerable attention and brought fa- 
vorable comment. 

Another subject discussed in the 
columns of THE CONTROLLER was 
“Controller's Part in Preventing Se- 
curity Frauds,” the substance of an 
address made before the Chicago Con- 
trol by Mr. Arthur G. Davis, field sec- 
retary of the Investment Bankers Asso- 
ciation of America. This appeared in 
the June, 1936, issue of THE Con- 
TROLLER. 

Money inflation was discussed in 
two formal addresses, both of which 
were published, and in several round 
table meetings. “‘‘Real Inflation Sets 
in When Printing of Paper Money Be- 
gins” was an address by Dr. Marcus 
Nadler, of New York University, at 
the annual meeting in September, 
1935. It was published in the No- 
vember, 1935, issue of THE CONTROL- 
LER. “Inflation Situation Can Be Met 
If Federal Reserve Board Acts’ was 
the subject of an address before the 
Pittsburgh Control by Dr. Charles S. 
Tippetts, dean of the School of Busi- 
ness Administration of the University 
of Pittsburgh. It appeared in the May, 
1936, issue of THE CONTROLLER. 

“When Public Accountant ‘Doubles’ 
as Controller’ was dealt with from the 
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point of view of the Securities and 
Exchange Commission in an article 
published in the May, 1936, issue of 
THE CONTROLLER. 

“Reports to Stockholders” was cov- 
ered comprehensively by Professor 
Thomas H. Sanders, of the Harvard 
Graduate School of Business Adminis- 
tration, in an address at the Annual 
Meeting in September, 1935. It was 
published in the October, 1935, issue 
of THE CONTROLLER. 

The year may be regarded as one of 
progress and of useful attainment. 





Brief Facts Concerning 


CONTROLLERS INSTITUTE 
OF AMERICA 


Organized, December 29, 1931; in- 
corporated, December 31, 1931. 

A non-profit membership corpora- 
tion, under laws of District of Co- 
lumbia. 

Membership, 666. Includes control- 
lers from many diversified lines 
of business and industry. 

Purposes, advancement of technical 
and other interests of controllers. 


President, RODNEY S. DURKEE, con- 
troller Socony-Vacuum Oil Com- 
pany, Inc., New York, N. Y. 

Eligibility Rules: Membership open 
only to controllers, and to assistant 
controllers when sponsored by 
their chiefs. (In case of company 
which has no one with title of 
controller, the person performing 
the commonly accepted duties, and 
carrying the usual responsibilities, 
of a controller, becomes eligible.) 
Associate class open to educators 
and writers and to corporate ofh- 
cers of grade equal to or higher 
than that of controller. 


Branches, in eleven cities: Boston, 
Chicago, Cincinnati, Cleveland, De- 
troit, Los Angeles, Philadelphia, 
Pittsburgh, New York, San Fran- 
cisco, St. Louis. 

Meetings: Annual, on national scale; 
monthly, in eleven cities. 

Publications: Year Books, monthly 
magazine, “The Controller,” spe- 
cial reports and pamphlets from 
time to time. 

Governed, by National Board of 
Directors of twenty-one members, 
which meets monthly (except sum- 
mer months), and an Executive 
Committee of five, which meets on 
call. 

Committees: Twelve standing and 
special committees which are con- 
stantly studying special problems 
of the controller and his work. 


Address, One East Forty-second 
Street, New York, N. Y. 
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The Institute, After Five Years 


By ARTHUR R. TUCKER 


IGURES alone do not and cannot 

describe THE CONTROLLERS INSTI- 
TUTE OF AMERICA as it stands today 
at the fifth anniversary of its found- 
ing. It is the spirit of its members 
and officers, their pride in their organi- 
zation, their desire to be of service 
to business generally and to their own 
companies in particular, their thirst 
for specific information concerning 
new procedures entailed by the new 
legislation and regulatory measures af- 
fecting business, that constitite The 
Institute of today. These qualities, at- 
tributes, and characteristics, although 
intangible, can be definitely measured 
and evaluated, and are distinct parts 
of The Institute. 

When the task of organizing the 
controllers of business concerns was 
first undertaken in the fall of 1931 
the objectives and the factors, both 
tangible and intangible, which would 
make up the completed organization, 
were undefined. They were in the 
future. They were, in the eyes of 
many, visionary and unattainable, but 
even those who so regarded these ob- 
jectives were willing to admit that 
they were worth while and desirable. 

They were men of vision, in this 
field of controllership, who cast their 
lots with the young organization—men 
of vision and enthusiasm. Those qual- 
ities and those men sustained The In- 
stitute, brought it through trying times 
with colors flying, and built the organ- 
ization into a technical body of the 
highest standing, comparable with any 
other organization of a technical char- 
acter in this country—a body to which 
the highest recognition has been ac- 
corded by business generally and by 
governmental agencies. 


EvERY UNDERTAKING AN ADVENTURE 


The Institute’s record of accomplish- 
ment is a very distinct part of the or- 
ganization. It is a record of which 
it may well be proud—a record com- 
piled in a period when every under- 
taking was entered upon as an adven- 
ture, when new ground was being 


broken, when new contacts were being 
made with individuals, organizations, 
and officials, when the material means 
with which to accomplish these objec- 
tives were slim indeed, when the per- 
sonal services and time and thought 
of members were needed and given 
freely to attain the desired objectives, 
when every plan of action called for 
careful advance study and considera- 
tion, when it was necessary to define 
carefully the work, responsibilities and 
authority of controllers and to put 
proper limits on them, when policies 
had to be defined and laid down to 
govern the activities of the organiza- 
tion. 

The actual accomplishments are dis- 
cussed elsewhere. The work done will 
stand to the credit of The Institute and 
of its members, and will be an inspira- 
tion for its future. 

A part of the vision which actuated 
the members and officers in early 
years has become a reality. The fifth 
anniversary of The Institute finds it 
equipped with a still larger vision of 
work to be done. This will to under- 
take solution of the many larger and 
more important problems of control- 
lership which have developed and 
taken shape as the organization grew 
and its work expanded, constitutes an- 
other large segment of the assets and 
holdings of the organization, a most 
valuable factor in its own right. Other 
commentators at this time present 
these plans for the future, on adjoin- 
ing pages. They form an inspiring 
picture. 


New FRIENDSHIPS AN ASSET 

No appraisal of The Institute would 
be complete if it did not take into ac- 
count the many new acquaintanceships 
and friendships which have been made 
and have grown up through member- 
ship in the organization. For years 
controllers worked along without even 
knowing who the other controllers 
were in their various communities. In- 
stances are on record of controllers 
who had performed their duties in one 
location for as long as thirty years 


without becoming acquainted with 
other controllers but a few blocks dis- 
tant, who now, through membership 
in The Institute, know intimately not 
only the controllers in their own cities 
but scores of others in distant cities. 

At every gathering of members of 
The Institute, be it committee meeting, 
luncheon, Control meeting, or na- 
tional convention, members become 
acquainted with ome another, ex- 
change the small talk that goes to 
make up, unify, and solidify any call- 
ing, and lay the ground work for last- 
ing friendships. Exchange of informa- 
tion and opinions in an informal way 
is thus induced, supplementing the 
more formal studies and publications 
of The Institute. A well developed 
esprit de corps, a pride of calling, and 
hundreds of new friendships, might 
well be placed at the top of a list of 
items constituting The Institute of to- 
day. 

Expansion of the influence and ac- 
tivities of the organization was brought 
about in a marked degree by establish- 
ment of branches of The Institute in 
the larger centers of business activity. 
These Controls, eleven in number, 
constitute a most important and valu- 
able portion of the organization. They 
make possible more frequent gather- 
ings of members than would be prac- 
ticable under a national setup alone. 
They serve to keep every member in 
close touch with the national body, 
and facilitate prompt expressions of 
opinion with respect to proposed poli- 
cies and work to be undertaken. They 
serve also as mediums for study of 
current problems. Much material of 
exceptional value has come out of the 
Controls, to be made available to all 
members through the columns of THE 
CONTROLLER. 


FORMULATION OF STANDARDS 


Today controllers have at least a 
beginning of standards, of uniformity, 
of definitions of matters having an 
important bearing on their work—a 
most valuable asset of The Institute. 
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Today controllers have a mouthpiece 
through which their views on matters 
with which they principally are con- 
cerned may be given to the business 
world and to the accounting profes- 
sion; and to legislative bodies when 
that is appropriate. That mouthpiece 
is The Institute—independent, un- 
controlled except by its own members, 
dignified, powerful. 

The voice of the controller is now 
heard when matters of an accounting 
or procedural character are under dis- 
cussion, matters which formerly were 
decided by other agencies less directly 
concerned. That voice is a part of The 
Institute. 

From a very small beginning—thirty 
members enrolled in October, Novem- 
ber and December, 1931—The Insti- 
tute has expanded to 631. members, 
carefully restricted to this particular 
field. In numbers, in spirit, in poten- 
tial resources, and especially in talent 
and ability, the organization stands 
forth as one which may be expected to 
make most valuable contributions to 
the solution of business problems, and 
of problems particularly and specifi- 
cally related to the work of the control- 
ler, his standing, his range of work, 
his responsibilities, his authority, his 
rank in his official business family, his 
relations to others in the official fam- 
ily, the manner of his appointment, 
to whom he is responsible, and many 
other details. 


CONTROLLER RELUCTANTLY 
EMERGES 

By reason of the character of his 
work the controller always has been a 
retiring sort of individual, conserva- 
tive in the extreme, always in the back- 
ground, never self seeking—but al- 
ways the right arm of management, 
ready to supply the facts on which im- 
portant business decisions are made, 
ever alert to analyze, to coordinate, 
and to see to it that the wishes of 
those in authority are carried out but 
not exceeded. 

This tendency of the controller to 
avoid limelight and glorification prob- 
ably accounts for the fact that so few 
persons, even business men, really 
know what a controller is and what 
his duties and responsibilities are, and 
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this in spite of the fact that there are 
several thousand men in the United 
States who have been given the title of 
controller (or comptroller) by sizable 
companies, and several thousand in ad- 
dition who are performing the duties 
of a controller, even though they may 
have some other title, or no title at all. 

The very fact that controllers now 
are organized and have made a begin- 
ning toward solving their problems, 
at least by defining them, has brought 
this retiring individual into a certain 
degree of prominence. This may he 
looked upon in this analysis as a tan- 
gible asset of The Institute, after five 
years. Certainly it was not accom- 
plished without a great deal of dili- 
gence and patient effort. It was with 
great reluctance that controllers, scores 
of them, even hundreds of them, gave 
up their seclusion, abandoned their 
half-retirement, and stepped boldly 
out, as members of The Institute, as 
important figures in the field of con- 
trollership, as technicians who are ca- 
pable of making valuable contribu- 
tions to the science of business, as 
persons who are ready now to assume 
their responsibilities and make those 
contributions. 

As The Institute has developed, 
through these five years, the group of 
controllers who have taken an active 
part in building the organization has 
expanded many times. These men, 
now trained in organization work, 
now possessed of a keen appreciation 
of the controller's needs, constitute 
one of the principal assets of the or- 
ganization, along with the twelve com- 
mittees which are constantly studying 
the problems of the controller. Nearly 
every man in The Institute is included 
among them, as there are few mem- 
bers who have not contributed in one 
way or another, to the successful 
building of the organization. 

The organization is in touch with 
several hundred controllers who are 
not numbered in its membership, men 
who on occasion make valuable contri- 
butions to specific studies undertaken 
by The Institute. 

The Institute, after five years, is an 
attractive and imposing entity, with 
many worthwhile characteristics. It 
stands on its record. 








Loyalty of Members 
All That Is Needed 


By O. W. Brewer 
TREASURER 


HEN the thought of or- | 


ganizing controllers into a 
technical body was first announced, 
there were many in this field to 
whom the idea appeared as sound, 


and as re presenting progress. 


It was a comparatively small | 


group of controllers who were 


reached by the first announce- | 


| ments sent out, but the percentage 


| of favorable replies and endorse- 


ments received from the mem- 
bers of that comparatively small 


group was high indeed. 


The task of presenting com- | 


plete information concerning The | 


Institute and what it represents, 


to the controllers of the larger cor- | 


porations of the country, has not | 


been completed even at the end | 


of five years, as those in charge 


of The Institute's destinies have | 


insisted on slow, conservative, 


sound growth, and careful selec- | 


tion of members. 


It will take possibly another | 


five years to complete the organi- 


zation of these technicians, but | 


today anyone who is a member | 


of The Institute can feel that the | 


organization is one that has made 


| such exceptional progress that it 


well merits the recognition that | 


has been given it in responsible 


_ quarters. The loyalty and devotion 
| of its members testify strongly to 


it. Nothing further is needed. 


| the esteem in which The Insti- | 
| tute is held by those affiliated with | 
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Members Have Definite Opinions as 
to Institute’s Objectives 


Views as to What Organization Should Strive to Accomplish, and By What 
Means, Expressed Freely by Men Long Associated with It—Keep Member- 
ship Qualifications High, All Agree—Value of New Friendships Emphasized. 


AS a part of the observance of the 
Fifth Anniversary of the found- 
ing of THE CONTROLLERS INSTITUTE 
OF AMERICA, a group of men who 
have been associated with it almost 
from the start were asked to com- 
ment at this time as to what the future 
of The Institute should be, what their 
conception of the organization is, what 
they believe it should attempt to ac- 
complish and what its methods of op- 
eration should be. The purpose of the 
inquiry was to stimulate a review of 
the first five-year period of The Insti- 
tute’s existence, and in the light of five 
years’ experience to elicit suggestions 
that will be of value in charting the 
course to be followed by The Institute. 

The views and comments brought 
out by this inquiry are stimulating. 
They confirm the principles so far laid 
down as a guide for the work of the 
organization, and suggest their expan- 
sion and continued application. But 
the comments speak for themselves. 
They deserve careful reading. 

—THE EpIror. 


By JAMES F. ALLEN 
President, Cincinnati Control 

The Institute came into being at a 
very opportune time. , 

Many problems and responsibilities 
were and are confronting the control- 
ler and business generally. 

Through the very effective and ex- 
cellent educational work of The Insti- 
tute, the controller, business and Gov- 
ernment have been well served. 

The organization of Controls is an 
important development. They estab- 
lish a broader acquaintance among lo- 
cal members and enable them to dis- 
cuss current problems and matters of 
interest frequently and informally; are 
helpful in extending the work of The 
Institute and creating interest in its 
affairs. 


The Institute has been of immeas- 
urable value to the controller and with 
a continuation of its educational work 
and cooperative effort, perpetuation of 
its high ideals, fidelity to its objects 
and purposes and strict adherence to 
its rigid membership requirements, it 
will continue to be such. 

On behalf of the Cincinnati Control 
I extend to the National Officers and 
Directors “Congratulations” on the 
splendid progress made and the year's 
attainments. 


By J. J. ANZALONE 
President, Cleveland Control 

At the first Annual Meeting of the 
Cleveland Control the subject ‘““Grow- 
ing Responsibilities of Controllers and 
How Membership in the Controllers 
Institute of America Helps” was chosen 
as a fitting subject for discussion at 
an anniversary meeting. The purpose 
of this discussion was to crystallize in 
the minds of the membership what 
The Institute really is, what it means, 
and what it is accomplishing for its 
members. 

As an introduction to this discussion 
I stated that the depression years had 
been trying years for controllers, with 
added duties and responsibilities; that 
during times of stress and strain it was 
but natural to reach out for aid and 
that it was my firm conviction that The 
Controllers Institute fills that need; 
and that association with a group of 
men whose problems were similar and 
who understood one another's difh- 
culties brought reassurance. 

This discussion reviewed the many 
ways in which The Controllers Insti- 
tute was helping its members meet 
their problems and, while this discus- 
sion is still fresh in my mind, I should 
like to express my views as to what 
The Institute is, what it should strive 
to accomplish, and by what means. 


Briefly stated, The Controllers Insti- 
tute is an organization affording mem- 
bership to men performing the duties 
of controllers. Such an organization 
should strive to make available to its 
membership the knowledge and ex- 
periences of its members, afford a 
means for combined studies of their 
current problems and national sub- 
jects, and safeguard and advance their 
professional standing. 

The method of accomplishing these 
things is through coordination and co- 
operation of its entire membership. As 
an organization grows, it becomes 
necessary to provide a method whereby 
members in their respective districts 
may become acquainted and interchange 
ideas. This can be done by group meet- 
ings, and is being accomplished by The 
Institute through the establishment of 
local Controls for holding meetings, 
discussions, and consultations regard- 
ing daily problems. 

The better acquainted the member- 
ship becomes with one another, the 
more effective the organization will 
become. A means of further promot- 
ing acquaintanceship would be through 
exchange of visits with nearby Con- 
trols for the interchange of suggestions 
and ideas. 

Combined studies of current prob- 
lems and national subjects can be ac- 
complished by establishing committees 
for research, study, and recommenda- 
tions, as already has been done by The 
Institute. It has also established con- 
tacts for presentation and interpreta- 
tion of problems arising out of Fed- 
eral legislation. Local Controls should 
strive to establish similar contacts for 
presentation and interpretation of 
problems arising out of State legisla- 
tion. 

The advancement and safe-guarding 
of the professional standing of con- 
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trollers can be accomplished first, by 
protecting the membership by a high 
standard of requirements; second, by 
a standing committee of competent 
members; and third, by obtaining 
recognition of controllers before the 
public and governmental bodies. The 
Institute has done remarkably well in 
this respect. Its applicants to member- 
ship are thoroughly scrutinized and 
recommended by local Controls, where 
local Controls are established, and 
passed on by the National body after 
meeting rigid requirements. The Insti- 
tute has a standing committee on pro- 
fessional standing of the controller. 
The Institute has obtained recognition 
of the controller before federal com- 
missions, and through The Institute’s 
activities and publications the control- 
ler is being recognized more fully by 
the public. 

The membership can be kept in- 
formed of its activities and results of 
its studies, and be given instructive in- 
formation through circularization of its 
membership. This is being accom- 
plished by The Institute through its 
publication of THE CONTROLLER. 

In closing, I would like to leave this 
thought. The benefits derived by the 
individual member in such an organi- 
zation are measured by what he con- 
tributes in time, effort, and thought. 


By GEORGE M. ARISMAN 
Former President, Philadelphia Control 


Having served as president of one 
of the Controls of the Institute (Phila- 
delphia) during the past two years, I 
have some observations and remarks 
which may be of interest. The Control 
of which I was the principal officer 
was passing through its formative 
stage. .During a period such as this 
it is difficult to say what the natural 
state of a Control might be after it 
had a few years of experience. Dur- 
ing the formative stage of this Con- 
trol a great deal of interest was shown 
by its first members and those who 
became members. A distinct willing- 
ness was shown by each individual 
member to carry out the work required 
of him to build the Control. The re- 
quired time and effort of each mem- 
ber has tended to solidify this group 
and has given each member a new task 
as a controller in developing an or- 


ganization of which he is a part. This 
group of men did not have the op- 
portunity previously of experiencing a 
similar situation and this work brought 
them together on a common basis for 
a common purpose aligned with their 
profession. 

Good judgment and mistakes which 
built experience and fundamentals 
added greatly in the progress of this 
Control. The newness of the problems 
before this group, including its off- 
cers, caused errors in actual procedure 
which culminated in experience which 
aided all in the carrying forward of 
the work of the Control. Each individ- 
ual of The Institute has been bene- 
fited by this task to a degree; those 
who have taken a more active part to 
a larger degree than those who had a 
lesser, but everyone has been affected 
and helped. 

It is by the combined effort of this 
group that the work of The Institute 
has been carried forward and that each 
member has been benefited by his be- 
ing a member of this Control. It is my 
belief that every member feels that he 
has been benefited by being placed in 
this position. Perhaps each one has not 
stopped to evaluate the effect upon 
himself and the company he repre- 
sents, of his membership in The In- 
stitute. If he has not, it is suggested 
that each one take stock of this situa- 
tion, as it is of little importance for 
an individual to be a member of an 
organization such as this if he does 
not receive some direct or indirect 
benefit from it, and if in the final 
analysis the corporation with which he 
is connected likewise is not similarly 
benefited. 

What is the Controllers Institute to 
build? Is it a large membership? A 
large and quality membership? A qual- 
ity membership ? Is it to serve its mem- 
ber and the company with which he 
is connected, or only The Institute it- 
self? My answer to this question is 
that the size of The Institute and the 
quality of the members will take care 
of themselves if the members and the 
firms with which they are affiliated are 
ably served by the individual’s mem- 
bership in The Institute. 

The Controllers Institute is an or- 
ganization of highly qualified control- 
lers. It must be kept this, but more 
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than this, the organization cannot be 
of importance unless it gives some- 
thing, a great deal, to its members and 
the firms which employ them. It would 
be a long treatise, and one on which 
I feel I am not qualified to write, as to 
how this could be accomplished. It 
will require the thoughts of many men 
who are better qualified to think out 
this problem than I, and it will re- 
quire a period of years to solve and 
answer this problem. That which is 
basic and fundamental has been stated, 
and the means by which it is to be ac- 
complished is the task of The Insti- 
tute and its members. This is the rea- 
son for a controller to be a member 
of The Institute and the cause for 
The Institute to exist. 

While commenting on this subject 
there is one fundamental which has 
been impressed on my mind. We have 
much to learn from the other control- 
ler, and the place to receive this in- 
struction is through our association 
with other individuals in The Control- 
lers Institute. The Controllers Institute, 
through its Controls, its national con- 
vention, and the friendships we make 
through our membership in The In- 
stitute, are the means of bringing con- 
trollers together so that they may learn 
from one another. It is the simple, 
every-day problems that we must learn 
to solve through our contacts with The 
Institute and with our fellow mem- 
bers of The Institute. The Institute 
will have extended one of its greatest 
services if this individual learning and 
help can be secured by its members 
through their association with this or- 
ganization. 


By DANIEL H. BENDER 
Member Board of Directors 

What is The Controllers Institute of 
America, what should it strive to ac- 
complish, and by what means? 

Prior to 1932 such groups of con- 
trollers as existed were mere branches 
of societies created primarily for other 
purposes, and there existed no organi- 
zation devoted exclusively to the in- 
terests of controllers. 

The problems and _ responsibilities 
of the controller were constantly in- 
creasing by reason of new Federal and 
State legislation and regulations issued 
for the administration thereof. The 
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need was felt for an association de- 
voted solely to the interests of con- 
trollers and chief accounting officers, 
where members could meet to discuss 
informally mutual problems, could in- 
vite to their assemblies government of- 
ficials and other recognized authori- 
ties on current problems—could edit 
and circulate publications of interest 
and benefit to its members. Believing 
that such an association would result 
in mutual helpfulness to the control- 
lers themselves and their increased use- 
fulness to their business organizations, 
certain individuals organized and in- 
corporated The Controllers Institute of 
America on December 31, 1931. 

The objects for which The Institute 
was formed are set forth in the Arti- 
cles of Incorporation and briefly are: 


a. The advancement of the interests 
and welfare of controllers. 

b. To conduct and carry on such re- 
lated activities as may be necessary 
and incident to increasing the use- 
fulness of controllers to their busi- 
ness organizations and to the pub- 
lic, etc. 

c. To establish ethical and _profes- 
sional standards of work and con- 
duct for controllers, etc. 

d. To print, publish, distribute and 
circulate books, pamphlets and pe- 
riodicals, papers and magazines in 
connection with the activities of the 
organization, etc. 


The Institute renders service to its 
members as it enables them to be of 
greater service to their corporations. 
By increasing their worth as individ- 
uals we strengthen and build up The 
Institute. The opportunity of meet- 
ing with other executives, of listening 
to addresses by those who speak with 
authority, the privilege of joining in 
discussions, and finally the opportunity 
of knowing these associates more inti- 
mately represents the greatest value of 
membership in The Institute. 

To encourage closer association be- 
tween members during the interval be- 
tween meetings informal luncheon 
groups might be suggested. Arrange- 
ments could be made with a hotel to 
provide quarters for the use of our 
members, both out of town and resi- 
dent, as an informal meeting place. 

To be of greater service to mem- 


bers The Institute should undertake 
without delay to lay the ground work 
for a complete business reference li- 
brary. First, a complete index of busi- 
ness publications should be compiled 
and kept up-to-date. This index should 
be used as a guide in building the 
library. Many of our members have 
written books or articles of definite 
value, and these should be invited to 
supply us with copies of their works. 
Members should be informed of what 
books are desired for the library and 
encouraged to contribute. 

Office equipment is well advertised 
and kept before the executive, yet 
there are times when one would like 
to know what equipment is available 
for a particular piece of work. It 
would therefore be a service if The 
Institute could supply the answer. To 
render this service a complete file of 
all kinds of equipment should be com- 
piled and kept up to date. Manufac- 
turers and salesmen would welcome 
this assistance and would give their 
fullest cooperation. 

The articles of incorporation men- 
tion the welfare of controllers as its 
object. We cannot therefore overlook 
unemployment. A file should be built 
up of members who are seeking new 
connections. We should develop a 
form for registration that would be all 
embracing. Corporations looking for 
competent assistants should be urged 
to look over our list before selecting 
new employees. However, under no 
circumstances must The Institute at- 
tempt to canvass corporations in the 
interest of registrants, nor make any 
special efforts on behalf of any par- 
ticular member, nor assume any re- 
sponsibility whatever in connection 
with this service. 

The publication of our official or- 
gan, THE CONTROLLER, should be ex- 
panded. More members should con- 
tribute articles of current interest. The 
controller's interests and duties touch 
every branch and therefore the arti- 
cles should not be confined to account- 
ing or financial matters, but should 
cover all phases of business. There 
are many executives who write regu- 
larly for business publications, some 
of whom while not eligible for mem- 
bership in The Institute, might, how- 


ever, be invited to contribute to our 
publication from time to time. 

Finally I want to stress the need of 
The Institute taking a neutral posi- 
tion on controversial questions. Its 
membership represents too many vary- 
ing interests to permit any other stand. 
No officer or committee can therefore 
presume to express the views of the 
membership without the danger of 
conflicting with one or more interests. 
It could only do so if authorized by a 
vote of all members. 

Committees appointed to cooperate 
with government and other agencies 
must constantly keep this thought in 
mind when attending conferences. 
Members of such committees must 
make it clear that they are expressing 
their personal views. In this way no 
dissension will arise within our ranks, 
and we will therefor grow into a 
stronger organization. 


By F. J. CARR 
First President of Institute 

The Controllers Institute is an or- 
ganization founded for the purpose of 
serving the interests of executive ac- 
countants, promoting the highest ideals 
of accounting practice, and helping to 
develop the greatest perfection of ac- 
counting technique. More than this, it 
aims to serve not only the accounting 
craft but the business community itself, 
through high ideals of business inter- 
pretation as reflected in accounting re- 
ports and to the extent that accounting 
can assist in administrative control. 
Finally, it aims to inform the business 
community of the services it is possible 
for the controller to render and to aid 
the controller himself. in establishing 
his rightful position in business ad- 
ministration. 

There exists no similar organization 
serving the private accounting field. 
The American Institute of Account- 
ants has established an enviable posi- 
tion in its analagous service to the 
public accounting field. There are or- 
ganizations serving the controller in 
particular industries such as the Con- 
trollers Congress of the National 
Retail Dry Goods Association, the 
Association of Railway Accounting 
Executives, and others. There are those 
interested in particular fields of ac- 
counting such as the National Associa- 
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tion of Cost Accountants. But there is 
no other organization established 
which interests itself primarily in the 
job that the controller can do and 
should do in the field of executive ac- 
counting within a business organiza- 
tion. 

The need for such an organization 
was visioned in 1931 by our Secretary 
who convinced a small group of con- 
trollers of large concerns that the time 
was ripe to launch it. From that small 
group as a nucleus The Institute has 
grown in only five years to a position 
of dignity, respect, and national rec- 
ognition far beyond any results meas- 
ured merely by membership statistics. 

The reasons for this are not far to 
seek; they lie in the fundamental con- 
cepts on which the organization has 
been built. 

The first of these is the stand taken 
by The Institute for high ethical stand- 
ards of accounting practice. Mere 
technical accuracy is not sufficient. Ac- 
counting is far from an exact science. 
Many accounting entries are based on 
policy, financial or otherwise, within a 
particular company. Great strides have 
been made toward uniform accounting 
practice in particular industries, still 
leaving open the question of interpreta- 
tion in the application of standard re- 
quirements to particular situations. 
The final reported results of a com- 
pany’s operations may be materially 
affected by the integrity with which 
the accountant applies his knowledge 
of principles to particular vital transac- 
tions. Here The Institute, through its 
code of ethics, is helping to promote 
the best in accounting practice. 

Second, is the high standard set for 
membership qualifications. The Insti- 
tute is an organization of and for con- 
trollers or those performing the ac- 
cepted duties of controllers. It is not 
for just any one who may be interested 
in accounting and have the price of 
admission. It is not for subordinate 
accounting executives. It is for the 
man who bears the responsibility for 
determining accounting policies and 
who is the administrative head of the 
accounting organization. Any group of 
men of such qualifications must com- 
mand the respect of the business world. 

Next, is the high type of services 
being rendered to its membership. 


THE CONTROLLER is a_ publication 
containing helpful and constructive 
information, a magazine of which we 
may all be proud. The meetings of 
The Institute and of the several Con- 
trols have attracted able speakers of 
national prominence, and have con- 
sidered subjects of current and vital 
importance. Each of the various com- 
mittees has attacked its particular prob- 
lem with vigor and intelligence and 
is producing results that are a credit 
to the organization. If the volume of 
production of final conclusions by 
some committees has been small, it 
is because of the youth of the organiza- 
tion and the limited time which has 
elapsed since a committee began to 
function. 

Months or years may be necessary 
to achieve completed results, but each 
committee is making current progress 
toward definite objectives. Even so, 
such committees as that on Profes- 
sional Standing, Cooperation with the 
Securities and Exchange Commission, 
Public Utility Act of 1935, and the 
Research Council have already made 
important contributions, while the cur- 
rent operation of The Institute is ably 
handled by such committees as the 
Executive, Admissions, Budget and 
Finance, and Publication of THE Con- 
TROLLER. The whole-hearted interest, 
enthusiasm, and cooperation of the 
membership itself are worthy of men- 
tion, and the very existence and 
growth of The Institute itself are a 
tribute to the efforts and services of its 
Managing Director, Arthur R. Tucker. 

Then, not the least are the contacts 
which have been made by The In- 
stitute and its various committees. The 
New York Stock Exchange, the Fed- 
eral Power Commission, and other 
government agencies have all recog- 
nized The Institute and have sought 
its aid and suggestions in connection 
with each of their activities. The State 
of New York in connection with its 
proposed revision of the C. P. A. laws 
included The Institute among its con- 
ferees. These are illustrations of the 
recognition afforded The Institute as 
an organization both technically com- 
petent and dedicated to ideals of serv- 
ice. 

If The Institute is to continue to 
merit this recognition it has won in 
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these few short years, it will do well 
to continue to steer its course accord- 
ing to this original chart. The work 
of committees, the activities of Con- 
trols, the addition of new Controls, 
and the publication of THE Con- 
TROLLER are all important mediums 
through which these principles can be 
attained. The maintenance of mem- 
bership standards may deserve special 
mention. In this connection the fi- 
nancial struggle of our early years and 
the definite need for a membership 
nucleus large enough to insure finan- 
cial stability are fully recognized. 
Great progress has been made toward 
that end, but our anxiety to increase 
membership must not be permitted to 
sway our firmness in maintaining our 
high qualification standards. The 
names on our membership list are our 
most valuable assets. Slow growth is 
sound growth. Let us not be too con- 
cerned if our membership curve 
mounts at only a modest rate. 

Finally, in the work of the Commit- 
tees the approach to any problem 
should be in a professional and en- 
tirely detached manner, and the solu- 
tion should be sought on the basis of 
accounting principles involved. There 
is no room in our organization for 
prejudice or biased viewpoint. Con- 
troversial issues, other than those of 
strictly accounting import, should be 
avoided. The perspective of a pattic- 
ular group within The Institute should 
not be permitted to represent the con- 
sidered judgment of The Institute it- 
self. This is particularly significant in 
connection with recent federal legisla- 
tion and government activities. New 
taxes, the Holding Company Bill, the 
amendments of the Federal Water 
Power Act, all affect directly or in- 
directly the management problems of 
the companies represented by many of 
our members. The Acts themselves or 
regulations under the acts raise ques- 
tions of accounting policy and practice. 
Individual members may be opposed to 
the legislation and object to the regu- 
lations. Their views on the accounting 
principles involved may be colored by 
the possible effect of such regulations 
on the results of their own companies. 
Legitimately, the particular member or 
group may object to accounting limita- 
tions imposed. For The Institute itself 
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however, the only proper approach is 
on the basis of studying such account- 
ing regulations in the light of good ac- 
counting principle, considering the re- 
sults which it is sought to accomplish. 
If there be a disagreement between 
business and government the position 
of The Institute should be that of an 
impartial student whose judgment is 
founded on a full recognition of the 
viewpoint of both sides. Only by so 
doing will The Institute continue to 
merit and hold the confidence it has 
so justifiably won. 


By FRANKLIN D. COLBURN 
Chairman Executive Committee 
of Institute 

What do I get out of The Con- 
trollers Institute? This is a question 
usually asked by new members. As a 
matter of taking personal inventory, 
many old members probably periodi- 
cally ask themselves, ‘““What is this 
Controllers Institute doing for me?” 
An organization, in these days, must 
produce in order to survive. 

Prior to the formation of The Con- 
trollers Institute of America, Inc. there 
was no national body of controllers. 
True there were the public accounting 
societies, the cost accountants,. various 
associations of controllers in certain 
trades, but no broad, general associa- 
tion, national in scope, for controllers 
only. 

The principal advantage obtainable 
from The Controllers Institute is an 
opportunity to exchange ideas, in my 
opinion. I base this on observations 
and experiences as a member prac- 
tically since the founding of The In- 
stitute and in service on the National 
Board of Directors and numerous com- 
mittees and in association with other 
members. Even for those who have 
“arrived” so to speak and are at the 
top of the profession of controllership, 
and have had years of diversified ex- 
perience, I still think this interchange 
of opinions is highly desirable. Con- 
stantly changing conditions of tre- 
mendous importance and the annual 
entrance of ‘“‘new blood in the field” 
make it necessary for all of us to keep 
right up to the times. 

How do we go about obtaining these 
advantages of mutual improvement ? 
By reading THE CONTROLLER and the 


literature sent out by the national of- 
fice? Yes, but in addition to that we 
must do a little “scratching’’ on our 
own account. We must attend the 
meetings of the local Controls and 
listen to the excellent papers of cur- 
rent interest presented thereat. Our 
speakers’ committees always provide 
prominent men with timely, instruc- 
tive and interesting subjects. Did not 
we have Glenn A. Bowers on the 
‘New York State Unemployment In- 
surance Act’; Professor Stuart P. 
Meech, University of Chicago—''So- 
cial Security Act”; Laurence W. Ald- 
rich “Reports to Stockholders” ; Walter 
A. Staub, Lybrand, Ross Bros. & 
Montgomery—"‘Depreciation”; Hale 
Hill, attorney and manager Tax De- 
partment, Jones & Laughlin Steel 
Corporation “Taxes in Pennsylvania” ; 
Dr. Louis Bloch, Chief Statistician, 
California Department of Industrial 
Relations—‘‘Meaning of the California 
Unemployment Insurance Law’’; and 
Otto C. Schultz on ‘The Controller 
at Work in a Large Department 
Store ?”’ 

How about arriving a little early 
for these meetings and circulating 
among the groups of other members ? 
Make friends among the controllers. 
Have lunch with other members or 
groups of members occasionally. The 
New York Control has a Thursday 
luncheon club where the members get 
together, enjoy a good lunch, swap 
stories and exchange business experi- 
ences. Feel free to consult with other 
members on new legislation and other 
problems. (Do not try to sell them 
anything until you know them well, 
however.) These contacts are mutually 
advantageous and many thoughts are 
often developed that you can not find 
written anywhere in books. 

Seek committee work on subjects 
in which you are interested. Some of 
the men are vitally concerned in cer- 
tain phases of tax work; a membership 
on the Tax Committee would certainly 
be advantageous to them. We have an 
Educational Committee, too, and if 
you have a son or daughter ready for 
college, you may find connections here 
highly helpful. Some of this commit- 
tee work may at first glance seem tire- 
some or a little dry. For instance, I had 
some misgivings myself when I was 
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asked to serve on the committee for 
the preparing of the ‘Manual for 
Government of Controls,’ but I found 
our committee dinners to be a lot of 
fun; my associates delightful and the 
work of formulating the procedure 
absorbing and most interesting, and 
I’m grateful now for the opportunity 
of serving on that committee. 

There are of course many other ad- 
vantages in belonging to The Insti- 
tute. One of its purposes is to improve 
the situation of controllers generally. 
Our every effort is expended to make 
conditions less burdensome for busi- 
ness. There are too some possible per- 
sonal advantages in knowing other 
controllers. Institute work may be un- 
dertaken as a hobby. If the doctor tells 
you that you can not play golf or ten- 
nis, here’s your chance, men. 

Our ability to perfect ourselves ex- 
ists definitely in our associations. How- 
ever, like everything else worth having, 
some little effort is necessary to ob- 
tain it. There are many counter attrac- 
tions for our time. It is incumbent 
upon us to take advantage of these 
opportunties afforded by The Control- 
lers Institute. 


By WILLIAM R. DOREMUS 
Vice-President of Institute 

In reviewing my experience as a 
member of the Controllers Institute of 
American, particularly as a member of 
the New York City Control and as a 
National Director, I have tried to pic- 
ture to myself the values to the mem- 
bership at large of affiliation with the 
organization. 

The remarkable growth in member- 
ship during the five years of The In- 
stitute’s existence is an evidence in 
itself of the need felt by controllers 
for some medium for the exchange 
of ideas having to do with the profes- 
sion. 

The local Controls have their value 
in social contacts and in the educa- 
tional help of papers and addresses 
on matters of historic and current in- 
terest; but I am afraid that reticence 
and modesty too often bar our mem- 
bers from bringing up problems over 
which they are puzzled, and in the 
solution of which they might secure 
valuable assistance. 

The general mediums for the dis- 
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semination of ideas through publica- 
tion are pamphlets and the magazine 
THE CONTROLLER. I feel that the use- 
fulness of the magazine could be en- 
hanced by giving to the membership 
at large more information currently of 
the discussions and actions of the Na- 
tional Board of Directors. 

While many controllers may already 
have the opportunity of setting the 
pattern of the accounting procedure 
to be followed in a given matter, be- 
fore the event, in many cases the 
policy is decided before he is advised, 
and he becomes ‘‘an accessory’ who 
must take things as he finds them and 
do the best he can. 

It is only through the gradual ele- 
vation of his profession and a struggle 
for personal recognition, backed by 
hard work, determination, diplomacy 
and real progress in his position, that 
he can attain the position that all con- 
trollers aspire to. 

While the controllers will find their 
chief field of endeavor and progress 
confined to their own companies’ 
problems, as these problems are fixed 
by requirements in which they have 
had no voice they will naturally have 
an interest in shaping these require- 
ments to their own and their com- 
panies’ advantage when possible. 

Here comes the temptation to at- 
tempt to influence legislation and reg- 
ulations under legislation through the 
medium of The Institute. In matters 
of legislation the controller as a mem- 
ber has no right to take any action 
involving The Institute. If his company 
wishes to take any action in this field 
in which his advice or assistance are 
required, he should be free to act in 
his individual capacity. In the matter 
of regulations under existing law The 
Institute, through elected or appointed 
committees, might properly suggest, 
after approval by the Directors, the 
form of regulations or of changes in a 
proposed form, if requested by the 
Governmental Department having 
them in charge; but only when the 
original form or suggested changes 
have had the further approval of local 
Controls. The object of so restricting 
recommendations is to guard against 
sponsorship of anything by The In- 
stitute which might be detrimental to 
a particular industry. 


Many things might seem to be de- 
sirable for The Institute to undertake 
which would require concentrated 
study and work by experts in order to 
accomplish quick results, and a neces- 
sary financial outlay which The In- 
stitute is not in position to make. 
Companies might be convinced of the 
importance of some particular plan 
and be willing to contribute funds for 
its prosecution but there might be many 
plans, and some companies interested 
in one plan, others in a different plan. 

The Institute could not afford to 
choose and become obligated to the 
pursuance of one plan as against an- 
other; in fact, could not afford to take 
a subsidy for the furtherance of any 
plan, however much it might appeal to 
the members. We shall proceed more 
slowly, no doubt, but we will be in- 
dependent. 

To sum it all up, the average con- 
troller is a man who has joined The 
Institute because he feels that here is 
an organization of men who speak his 
language, have the same basic prob- 
lems, can many times straighten out 
his thinking, are striving for the rec- 
ognition to which he aspires, are pro- 
gressive without being reckless, con- 
servative without standing still, proud 
of their profession; but withal inclined 
to be friendly and helpful. 


By V. L. ELLIOTT 
Member of Board of Directors, 
Philadelphia Control 

The Controllers Institute of America 
is fulfilling a long felt need for an 
association of the senior accounting 
officers and their immediate assistants 
who are responsible for the accounting 
work in the larger business corpora- 
tions of the country. At the meetings 
of such men effort can be focused at 
length on the current day major prob- 
lems of their work. It has been found 
that there is much of common interest 
among the accounting officers of a pub- 
lic utility, a railroad, an oil company 
and a department store. Comparatively 
recent legislation such as the Securi- 
ties and Exchange Act and the 1936 
Revenue Act has intensified the need 
and usefulness of such an association. 

Obviously, there will still be a 
separate need for other accounting or- 
ganizations, especially the accounting 


The Controller, September, 1936 


committees in the trade associations of 
the different industries. 

The experience of the past few years 
leads many accountants to think that 
accountancy is only in its infancy. De- 
mands are being made on it which it is 
scarcely able to meet. Example: The 
recent Robinson-Patman Price Discrim- 
ination Act requires that the account- 
ing systems justify the different prices 
to various classes of customers. How 
many accounting systems can do it 
today ? 

The future of accounting looks as 
bright to those in tune with the times 
as does the aeronautical, air-condition- 
ing or television industries. Our In- 
stitute can and must carry a heavy 


burden and fulfill its duty. 


By E. STEWART FREEMAN 
Director, New England Control 

The Controllers’ Institute, as I see 
it, is an association of controllers for 
the purpose of doing those things 
which controllers as such believe it is 
worth while to do and which they can 
do better collectively than singly or as 
members of other groups. 

Inasmuch as The Institute must de- 
pend upon controllers for support, the 
things which it does should be things 
which a majority, if fully informed, 
would strongly favor and which no 
substantial minority would strongly 
oppose. The Institute must, of course, 
have leadership, but such leadership 
can only go as far as it can persuade 
the majority to follow. Hence it may 
need from time to time to take a vote 
on various policies to ascertain whether 
members are (1) strongly in favor, 
(2) mildly in favor, (3) merely indif- 
ferent (which would include all who 
fail to vote), (4) mildly opposed, or 
(5) strongly opposed. Such votes 
might be taken by questionnaires sent 
to members or printed in THE CON- 
TROLLER. 

The things which controllers can do 
better collectively than singly include 
providing themselves as follows: 


1. With an earpiece through which 
they can hear all that controllers as 
such ought to hear, 

2. With a mouthpiece through which 
they can say all that controllers as 
such ought to say, and 








3. With a forum in which they can 
hear and speak concerning all sub- 
jects affecting controllers as such. 


The analysis of the controller's job 
gives us an outline of the things con- 
cerning which controllers should be 
informed. In our monthly and annual 
meetings and through the pages of 
THE CONTROLLER we seem headed in 
the right direction. Some features of 
the controller's job have, however, had 
considerable attention and _ others 
hardly any. Perhaps from time to time 
we should check up for the purpose of 
maintaining some sort of a balance. 

As a mouthpiece the function of 
The Institute is to express the point 
of view which is common to all con- 
trollers because they are controllers. 
Other organizations, in which control- 
lers can classify themselves with in- 
dividuals of similar views, are better 
able to advocate political and social 
policies concerning such things as taxa- 
tion, business regulation, social secu- 
rity, and government finance. The Con- 
trollers Institute, however, is peculiarly 
fitted to work for the clarification and 
simplication of the controller's part in 
carrying out such policies. 

Our Institute will I think find its 
greatest value as a forum where con- 
trollers can exchange information and 
advice with other controllers who have 
had or are having similar problems to 
solve, hatch new ideas, and develop 
standards. Our past president aptly 
described this function as that of a 
proving ground where controllers can 
test their ideas. Our monthly meetings 
and the friendships developed thereat 
offer considerable opportunity for the 
development of this function. The 
national committees, questions and an- 
swets in THE CONTROLLER, and the 
Research Council offer the means for 
its more systematic promotion. It is 
along these lines, I think, that we can 
make the most progress during the 
next few years. 


By ARTHUR E. HALL 

Former President, Chicago Control 
I believe that I was one of the first, 
if not the first, members of The Con- 
trollers Institute in Chicago, which 
should establish the faith I have had 


from the beginning in the destiny of 
this organization. 

The need for a vehicle to make it 
possible for controllers to become ac- 
quainted and to work together for a 
common cause made The Institute an 
early success. Controllers are ordinarily 
poor “joiners,” but this common meet- 
ing ground has proved attractive. 

Prior to The Institute’s formation I 
did not know more than two or three 
other controllers in the Chicago area. 
Now most of us exchange salutations 
by our first names. I know of several 
differences between companies that 
have been settled by a short telephone 
call which formerly would have re- 
quired extended correspondence or 
formal conferences with the accom- 
panying expenditure of time and per- 
haps frayed nerves. These speedy and 
friendly adjustments were the result 
of Institute acquaintanceships. I know 
of several exchanges of ideas concern- 
ing systems and methods which have 
saved real money for the companies 
involved and again The Institute 
should be given the credit. The social 
aspect of the local Control must not be 
overlooked for it has provided many 
pleasant hours enjoyed by men of like 
thinking and temperament. 

To me this local cooperation is the 
most important mission of The In- 
stitute but parenthetically with this 
statement I want to make it clear that 
I am not underestimating the grand 
work done by the national body in 
making the title “Controller” better 
known and respected, the work done 
with the Securities and Exchange Com- 
mission, the inspiring national con- 
ventions, the publication of the 
monthly magazine THE CONTROLLER, 
and the other contributions along re- 
search lines. 

As to the future of The Institute 
it is my earnest hope that a course will 
be charted along conservative, com- 
mon sense lines with no delusions of 
grandeur nor tendencies for influenc- 
ing legislative actions serving to alter 
that charted course. Rodney Durkee 
should receive our sincere apprecia- 
tion, for his efforts as skipper during 
the past year have conformed to these 
sailing orders. 
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By DANIEL J. HENNESSY 
Member National Board of Directors 


Dear Mr. Tucker: 


Your request for comments as to 
what our Institute represents and what 
it should strive to accomplish provides 
a broad field for discussion indeed. 

What The Institute has accomplished 
and the standing it has acquired in the 
business world under your able man- 
agement together with the high stand- 
ard and impartial conduct of your 
Secretariat need little comment. The 
record speaks for itself. 

What The Institute should strive to 
accomplish for American business, the 
profession of controllership, and our 
members individually in my humble 
opinion provides unlimited opportu- 
nities for real constructive work. 

The greater the opportunity, the 
greater the responsibility, and as re- 
sponsibility gravitates to the shoulders 
of those who can handle it, it becomes 
our duty as an Institute not only to 
accept willingly but to seek that op- 
portunity. One of the fields in which 
I am convinced our leadership and col- 
laboration may be very useful is that 
of education and preparation for the 
practically new profession of control- 
lership. At present one is apt to think 
only of accounting qualifications when 
we use the word controllership, and 
the controller is looked upon as purely 
an accountant. In my opinion such 
an understanding is restrictive and is 
descriptive of but one of the important 
qualifications necessary to true control- 
lership. For that reason the word ac- 
counting and accountant should be 
submerged, except where specifically 
applicable, in order that the broad 
gauge business profession of control- 
lership may be clearly distinguished 
from that of the public practice of ac- 
countancy. 

The public practice of accountancy 
plays a most important part in the con- 
duct of all business in the United States 
today and the character and standing 
of the profession as exemplified by its 
various associations and societies are 
to be admired. The function of the 
public accountant, however, is as I see 
it purely that of an independent au- 
ditor, examiner, and critic, with the 
very necessary professional authority 
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to give weight to his findings, with the 
result that such periodic service is in- 
dispensable to any properly conducted 
business organization. 

The profession of controllership, 
however, covers a much wider field of 
business and for that reason a specially 
designed course of education should 
be outlined and established in our 
American universities and business 
schools leading to a degree in control- 
lership with a corresponding earmark 
of distinctive qualifications in that field 
which would carry with it the requisite 
professional authority to give weight 
and standing to his opinion and state- 
ments as well as to his service to man- 
agement. 

In an efficient, well coordinated or- 
ganization the controller should be 
qualified to take a direct part in the 
management and control of the busi- 
ness. The functions of the main divi- 
sions of any organization are so inter- 
linked that in order to assure success, 
the heads of such divisions should 
work in complete harmony. On that 
basis the controller, if qualified, is in 
a position to render a most valuable 
service to management. It sometimes 
becomes the duty of the controller to 
be critical, consequently it is common 
to find him unpopular and looked 
upon by all as a necessary friction. 
That is a real difficulty and can be 
overcome only by tact, consideration 
and an understanding of all phases of 
the concern’s business. An educated 
man is a man who can put himself in 
the other fellow’s place. In that way 
he can best sell his service to other 
departments. The saying that he is 
“watch dog of the treasury” is true, 
but he should leave his grow! outside. 

In my opinion, a skeleton outline of 
the subjects in which a controller 
should be technically educated might 
be as follows: 


1. Economics of Accountancy 
Practice and Procedure 

. Financial Management 

Taxes 

. Business Statistics and Measurements 

. Budgetary Procedure and Forecast- 

ing 

6. Administrative Engineering 

Mathematics and Physics 
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The above may appear to be too 
ambitious a program to be undertaken 
in the time usually allotted to prepara- 
tion of a man for his chosen career. 
Nevertheless I am convinced that if 
the non-essential details were reduced 
to a minimum the subjects could be 
covered to advantage. 

It is the opinion of a great many 
leaders in American business that the 
system of education followed by our 
colleges and leading universities with 
respect to the profession of controller- 
ship is not meeting the requirements 
of the complex business of today. It 
tends to produce the public practitioner 
and not accountants for industry. It 
needs extensive broadening. The per- 
sonnel required so far as the account- 
ing qualifications for controllership are 
concerned is available in quantities and 
can be had without any great difficulty, 
but when it comes to the broader 
phases of controllership, we are woe- 
fully lacking. In the field of business 
statistics and measurement, budgetary 
procedure and forecasting, and finan- 
cial management, little has been done 
to train men for such responsibilities. 

A well-designed course in adminis- 
trative engineering based on mathe- 
matics and physics would place the 
controller in a commanding position 
in the discussion of business planning 
and the solution of problems of opera- 
tion. 

The type of responsibilities coming 
more and more within the sphere of 
controllership requires a scientifically 
trained mind backed by technical ac- 
countancy, together with a broad know!- 
edge of economics, sharpened by the 
cultivation of common commercial 
sense. 

The opportunity for service to 
American industry is wide and the 
consequent opportunity for accomplish- 
ment and success for the trained con- 
troller has never been greater than at 
present. 

Let us take advantage of the time by 
devising and starting the machinery 
necessary to establish such courses of 
education for the controllership pro- 
fession in our colleges and universities 
by giving generously of our talents to 
assist in bringing about fruitful results. 

Providing the desired type of con- 
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troller for industry is a large assign- 
ment and will require the hearty co- 
operation of industry, the accountancy 
profession, our educational institutions 
and The Controllers Institute of 
America. Responsibility is the price 
of leadership. Will we pay it? 


By NOEL E. KEELER 
President, Detroit Control 

The success of any undertaking ‘s 
usually due originally to a simple but 
fundamentally sound idea which some 
observing individual with vision has 
recognized and applied. This is only 
another way of saying that to be suc- 
cessful the undertaking must render a 
genuine service not before supplied, 
or supplied less satisfactorily elsewhere. 

This states the basis of growth of 
The Controllers Institute of America. 
The service rendered by The Institute 
springs from and is a part of members 
everywhere, but it is not a paradox that 
members are also the primary bene- 
ficiaries of this service. 

Under the Mutual Insurance prin- 
ciple all premiums and benefits are 
from and to policy holders, and while 
over-all the equation “Benefits equal 
Premiums” may be mathematically 
true, nevertheless the equation in a 
larger sense and in terms of individual 
policy holders does not hold true, i.e., 
to the individual, benefits are greater 
than premiums paid. Likewise, mem- 
bership in The Controllers Institute 
means more to individual members 
than the contributed work and dues of 
these individuals. 

To me, some of the most important 
services renderable by the Institute are: 


1. To provide a clearing house for 
ideas, practices and opinions of con- 
trollers and others who have spe- 
cialized knowledge of specific prob- 
lems bearing a relation to the 
controllers’ functions. 

2. To promote the welfare of control- 
lers everywhere. 

3. To crystallize and unify the opinion 
of controllers on the simplification 
of State and Federal Laws and reg- 
ulations affecting business manage- 
ment and taxation. 

. To promote wider recognition of 
the proper function of controllers 


a 








and their growing importance in 
business management. 

5. To bring about social contact and 
good fellowship among controllers 
of a community and nationally. 


The Controllers Institute of America 
deserves the recognition and success it 
has gained for itself and the rapid 
progress made in its fiscal year just 


ended. 


By JOHN G. LARSON 
President, San Francisco Control 

It is with some satisfaction that I 
take this opportunity to record in these 
columns my appraisal of membership 
in The Institute, what The Institute is, 
what it has done, and what it may look 
forward to doing. 

As is the case with most worth while 
things, my membership in The In- 
stitute has two values; one which can 
be measured in terms of the dollar, 
and the other which can not. The lat- 
ter, upon which we learn to place 
more and more importance, may be 
expressed only in terms of friendships 
and associations, the exchange of mu- 
tually valuable thoughts and ideas, the 
satisfaction of “speaking the same 
language.” No member should fail to 
place a high degree of importance on 
this so-called abstract value of his 
membership in The Institute; the dol- 
lar sign can not be placed on it, but it 
is there never-the-less. 

Now, as to the apparent value of 
this membership, I think I need only 
say that I have been able to apply in a 
practical every day business way, ideas 
and advice obtained through corre- 
spondence and personal contact with 
members, to the business with which 
I am associated, and that the two and 
one-half years of my connection with 
The Institute have profited my firm, 
and consequently, myself, in no small 
way. 

At the risk of stating something 
which you already know I am going to 
record, briefly, just what The Institute 
is. It consists of nearly 700 members 
(207 having been added during the 
last twelve months) each of whom is 
a controller or has comparable duties 
if not the title. These members have 
been carefully selected with a view to 
bringing together a group of indi- 


viduals who represent as controller a 
cross section of both large and small 
businesses throughout the country. 

Membership in The Institute is not 
solicited, but rather, selected. Its aim 
is not to increase the power of The 
Institute by merely increasing the num- 
ber of its members, but rather to in- 
crease its value by obtaining as mem- 
bers only those men who will maintain 
or augment the present high standard 
of membership. 

Various problems relating to ac- 
counting, finances, taxes, sales and 
production are studied and discussed 
by members individually and in com- 
mittee. At present there are twelve 
standing committees studying special 
problems which are reported upon 
from time to time in THE CONTROL- 
LER, the official organ of The Institute. 

The Institute consists of eleven 
“Controls,” each of which holds a 
regular meeting each month. I am with 
the San Francisco Control which has 
35 members at the date of this writing. 

The members with whom I have 
come in contact are practical business 
men, having a thorough working 
knowledge of the business with which 
they are connected, and keenly alert 
to the complexities and opportunities 
of present day business. I mention this 
to emphasize the fact that The Insti- 
tute consists of men who are able to, 
and do, put to the acid test of practice 
during every business day, those 
theories which appear to be worth 
while; it is decidedly not a group of 
theorists. 

I can see tremendous possibilities 
for the future of The Institute, built 
upon the present sound foundation; 
namely, careful selection of members. 
Do not forget, however, that the suc- 
cess of this or any other group is de- 
pendent on the strength of the indi- 
viduals in it, and we must continue to 
guard against any tendency to lower 
our standards, which policy will of it- 
self, attract the calibre of man which 
has so far contributed so much to The 
Institute. 

To be specific about the Institute’s 
future: I feel that we must continue to 
gain recognition as the highest author- 
ity on matters commonly handled by 
the controller. When I say recognition 
I have in mind recognition not only 
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within our individual firms and within 
The Institute, but recognition on the 
part of taxing bodies, public account- 
ants, cost accountants, financial groups, 
and the like. It seems to me that no 
one group can be considered better 
qualified to pass on the many intricate 
and recurring business problems of this 
kind than those men who are con- 
stantly faced with them. However, this 
recognition will not come per se. It 
must be fought for and obtained on 
merit alone. How can we merit this 
recognition? The things which we are 
doing and which we can look forward 
to doing are innumerable. 

We must first, I believe, educate 
people as a whole in the fundamentals 
and value of accounting—simple prac- 
tical accounting. At present it is not 
understood ; in fact, it is generally mis- 
understood and distrusted by many 
people because of its very complexity. 
Articles appear in popular magazines 
on economics, inflation, medicine, and 
a thousand and one other subjects far 
more complicated and about which 
much less is known—but little is said 
about a subject which touches every 
person’s life and living—that is ac- 
counting. In my mind there are two 
main reasons for this; one, accounting 
writers have not been able to express 
their thoughts in language which can 
be understood by the average man; 
the other, even though the language 
were simple and the subject under- 
stood, that touch which commands the 
reader’s attention has been lacking. 
We have a tremendous job of selling to 
do here, but when that is done many 
of our tax, governmental and other 
problems will be better understood. 

Then too, the job of simplifying ac- 
counting—both theory and practice— 
is in itself no small task. I cannot but 
feel that too much of our routine is 
based on theories established long ago 
by men who were not any too prac- 
tical, and that we have failed to some 
extent to bring accounting into step 
with modern production and merchan- 
dising methods. Here again plenty of 
room for a practical organization such 
as ours. 

As to the field of education of the 
young man, it seems to me that the 
opportunity is here presented to us to 
be a great force for good. The univer- 
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sities are presenting splendid courses 
for the training of young people in 
business administration and the like. 
We can supplement that work by writ- 
ing into the curricula those require- 
ments which will tend to provide busi- 
ness with more competent help in the 
future. I have felt for some time that 
a requisite for obtaining a degree in 
“Controllership,” “Business Admin- 
istration” or allied degrees, should be 
at least two years in business, whether 
the time is put in before, after, or 
during the academic training. Here 
again a chance for worth while recog- 
nition. 

The tax problem continues to be an 
aggravating one. The work The In- 
stitute is doing in this connection 
should be continued. I can foresee the 
time when legislative groups will call 
upon The Institute to assist in formu- 
lation of tax laws, with the full assur- 
ance that they will receive sound, 
honest, seasoned, and practical advice. 
As controllers we are peculiarly fitted 
to see the strength and weakness of 
existing tax laws as they affect busi- 
ness, and as individuals as they affect 
individuals. Let us look forward to 
some highly constructive work in this 
regard. 

Personnel problems continue, too. 
Manual labor and other classes have 
shown great unrest while the white 
collar class has not. We must be far- 
sighted enough to handle personnel 
problems fairly without injustice to 
employee or employer. Standards of 
hours, wages, and work are changing 
rapidly, and the white collar group is 
usually the one to suffer. If we are to 
keep this group happy we must fore- 
stall demands for changes in hours, 
wages or working conditions. The In- 
stitute must be prepared to study these 
problems and recommend policies as 
a united body. Again, a chance to rfe- 
ceive recognition as an authoritative 
body. 

And so I could proceed to mention 
the many possibilities for continuing to 
build a strong, fair and practical In- 
stitute. But invariably I remember the 
foundation, the individual member. 
Let us continue to build that founda- 
tion strongly whatever else we do. The 
test will come in due course. 


By EARL D. PAGE 

Member Institute’s Board of Directors 

The Controllers Institute of 
America can pursue one of several 
courses during the next few years: 

It can become merely an association of 
good members who are interested in the 
personal inter-change of ideas and the con- 
tacts provided by the members of The 
Controllers Institute of America. 

It can become an organization that will 
provide a meeting place for controllers to 
hear addresses on current financial and ac- 
counting problems for the purpose of de- 
riving whatever individual benefits may ac- 
crue. 

The Institute may extend its member- 
ship numerically to such an extent that it 
will become so large a body that unity of 
action on the basic principles of accounting 
and finance will be impossible. 

The Institute may, through the domina- 
tion of certain groups of members, be- 
come politically minded to the extent that 
The Institute cannot function as an im- 
partial body. 


There are many ways in which 
The Institute may or may not become 
an influential factor in the account- 
ing profession and the business 
world. 

During the business depression it 
has been found in many instances 
that accounting can be used as a tool 
of management in various ways 
which may be advantageous for a 
temporary period, but it is doubtful 
that these accounting practices will 
be consistent with the basic eco- 
nomic principles over a long period 
of years. 

There has been a tendency in the 
accounting world to place undue 
stress upon accounting principles 
that are beneficial from a tax stand- 
point. 

There has been a lack of agree- 
ment on the part of public account- 
ants, as well as commercial account- 
ants, on the treatment of various 
adjustments, necessitated by the bus- 
iness depression, and taxation prob- 
lems. The founding of The Con- 
trollers Institute of America was 
timely and its accomplishments have 
been real contributions to the ac- 
counting profession in the past five 
years. If The Institute is conducted 
along proper channels in the next 
five years, this work will be of in- 
estimable value to our profession 
and the business world. 
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As a member of The Institute and 
not as the controller of a specific 
company, I would like to express 
my thoughts as to what The Insti- 
tute should strive to accomplish, 
based on the excellent ground work 
which has been laid in the past five 
years: 


The Institute and its various Controls 
should establish well defined plans for in- 
creasing memberships, to be approved by 
the National Board of Directors. This can 
be accomplished by a survey of the vari- 
ous industries in each Control’s territory. 
The controllers or chief accounting officers 
of the industries selected should be solicited 
for membership, keeping in mind the high 
standing of present Institute membership. 

The Institute or its Controls should not 
be involved in either municipal, state or 
national politics. The impartial judgment 
that The Institute can render to both busi- 
ness and the government depends largely 
on The Institute’s being a just observer 
and advisor on legislative matters. 

The Institute should serve as a clearing 
house to all members for accounting prob- 
lems which may be submitted to it. A 
strong committee should be appointed to 
pass opinion on these problems and, if the 
issue involved is of sufficient importance, 
the decision should be approved by the 
National Board of Directors. By this method 
much of the confusion which now arises 
in the minds of commercial accountants 
will be gradually eliminated and modern 
basic principles of accounting will be es- 
tablished. 

The Institute should vigorously continue 
its efforts for the recognition of the con- 
troller in American business. There are 
many companies which either by their by- 
laws or by past practices do not as yet 
recognize the controller and his functions 
as promulgated by our Institute. 

The Institute and the various Controls 
have concentrated on the establishment of 
our organization to the degree that we are 
now starting our sixth year with a fairly 
well diversified membership. The  In- 
stitute, during this period, has not had the 
opportunity to promote what may be termed 
“good fellowship” except as various mem- 
bers have come in contact with each other 
through directors’ meetings and various 
committee work. It is not my intention to 
suggest that the work of The Institute shall 
be second in importance to building up 
good fellowship as between members, but 
I do believe that the time has come when 
good fellowship should be developed in the 
individual Controls and that there be more 
social activity in both the national or- 
ganization and the individual Controls. 


In the comments that are con- 
tained herein it is assumed that the 
various activities which have been 
conducted by The Institute in the 
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past five years will continue and 
expand so that they will be even 
more valuable to the members of 
the Controllers Institute of America. 


By H. C. PERRY 
Vice-President of Institute 

Observance of The Institute's 
Fifth Anniversary should stimulate 
serious reflection on the part of its 
existing and potential membership. 
No organization, however meritor- 
ious otherwise, will command the 
attention of controller representa- 
tion in an important section of Amer- 
ican industry unless it has something 
concretely helpful to offer for that 
interest. 

Through the work of its various 
committees, the regional and annual 
meetings, and the exchange of 
thought among men bearing sub- 
stantial responsibilities, The Institute 
already has coordinated an essential 
service underlying the intelligent ad- 
ministration of business and govern- 
ment. 

During the months ahead, un- 
precedented in the implied demand 
for cooperative effort between those 
responsible for the nation’s political 
and business thinking, its member- 
ship should continue to explore and 
interpret those decisions which make 
for the economic welfare and prog- 
ress of industry and its beneficiaries. 
This is a worthy objective. It will be 
supported. 


By MAJOR J. CALVIN SHUMBERGER 
Former President of Institute 

(NotTE: Written from Oslo, Norway, 
July 15, 1936.) 

A picture of home is more im- 
pressive as we move away from it. 
After cruising north-east for ten 
days we found ourselves 1100 miles 
north of the Arctic Circle on July 6. 
Beyond us was nothing but solid 
ice. The radio at this point told us 
of your terrific heat wave in the 
United States. Coming back several 
thousand miles toward civilization 
we passed mountains of rock, cov- 
ered with ice and snow. For several 
days recently we have been enjoying 
the finest strawberries, cherries, and 
flowers. The beauties of Norway 
and its quiet home life as compared 
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with the rush and frenzy to which 
we subject ourselves in the United 
States remind me of a sentence 
gleaned in Switzerland a few years 
ago. Over the door of a humble 
little cottage were these words: 
“Come in, rest awhile, for with all 
your hurry and fuss you can be no 
farther on than today.” 

What man has wrought can be 
appreciated only by those who stop 
long enough and who move back 
far enough to see the true picture. 

I have none but the highest re- 
gard for what you have done in 
organizing The Controllers Institute 
of America. 

I am proud of this year’s accom- 
plishments under our president, Mr. 
Durkee. The fact of our unques- 
tioned position in the business world 
was established last year. Its power 
to prove strict adherence to truth 
and fact in the keeping of books 
and the rendering of truthful state- 
ments to the owners of business, to 
the stockholders and the Govern- 
ment, has been firmly established by 
this year’s increase in membership. 

Presidents of large corporations 
who rely on their controllers to 
deliver these facts to their corpora- 
tions are realizing the tremendous 
advantage of joining together in the 
study of accounting, new regulations 
of the states, and the protection of 
the stockholders. 

My congratulations to you and to 
Mr. Durkee. 

The services of certified public 
accountants are demanded by gov- 
ernment for business, yet it denies 
this advantage to the taxpayer in the 
auditing of government records. 

Perhaps this is our next most im- 
portant step. 


By PAUL J. URQUHART 

Past President, Pittsburgh Control 

The Controllers Institute began 
with an idea. The idea was good, 
and consequently The Institute has 
prospered. Its physical growth as in- 
dicated by membership has been 
encouraging. The growth in point 
of influence and usefulness has been 
flattering, as evidenced by the de- 
sire of various legislative commit- 
tees, governmental commissions and 
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private organizations for assistance 
and enlightenment on those technical 
subjects in which the controller is 
presumed to be versed. 

As to the physical growth, the 
Membership Committee of the Na- 
tional Board of Directors has been 
very careful to see that all applicants 
qualify to the high standards of 
membership requirements _ estab- 
lished, and in turn the Membership 
Committees of the local Controls 
have been discreet and particular in 
sponsoring members from their com- 
munities. The idea upon which The 
Controllers Institute is based prima- 
rily requires a high standard of 
membership. The Institute, there- 
fore, should not seek members so 
energetically that applications may 
be forthcoming from those whose 
positions and conditions of employ- 
ment and whose contacts with their 
employers and with other corpora- 
tions in their neighborhood are such 
that the general standard of mem- 
bership may be averaged downward. 

Every man _ recommended for 
membership should be of such a type 
and character as will have a tendency 
to raise the average rather than 
lower it. Enormous membership may 
wreck The Institute, whereas an or- 
ganization of sufficient numbers only 
to insure a good working body 
and provide sufficient finances for 
the reasonable needs of The Insti- 
tute may create in The Institute a 
power for accomplishment. A max- 
imum number of members for The 
Institute might well be established. 
So far, admissions to membership 
have been granted with intelligence 
and with a regard to maintaining 
the high standing of The Institute. 
This policy must be continued. 

For an organization not quite five 
years old to have been called into 
consultation on important legislative 
matters is quite a flattering compli- 
ment, which I am sure all of the 
members of The Institute appreci- 
ate. The Institute through its vari- 
ous committees is in a position to do 
excellent work that will be helpful 
to the membership and to industry 
in general in an entirely impersonal 
way. The honor of being called 
upon to serve in these matters arises 
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from the fact that The Institute is 
made up of a group of men who 
have at their finger-tips much infor- 
mation and knowledge as to the 
actual, practical working of economic 
legislation. Just so long as our com- 
mittees work in an impersonal way 
and advocate only that which conforms 
to sound economic and business prin- 
ciples their influence will continue. 

For the Institute to use its posi- 
tion to aggrandize the controller and 
to legislate him into an important 
corporate position is to endanger the 
influence which The Controllers In- 
stitute as an organization, and the 
controllers as individuals, have ' es- 
tablished. See the editorial on the 
front page of Volume II, Number 9, 
of THE CONTROLLER, for July and 
August 1934, which was the result 
of a few questions I had asked of 
Mr. Tucker. See also the editorial 
comment in THE CONTROLLER, Vol- 
ume III, Number 1, January 1935, 
relative to paper by Mr. Arthur 
Anderson of Chicago and the paper 
itself on the succeeding seven pages. 
Do not let our institute degenerate 
into a labor union. 


By HARRY H. WEINSTOCK 
Member Board of Directors 

During the fall of 1931 a small 
group of business men, recognizing 
the importance of the controller to 
industry, finance and commerce, and 
aware of the advantages accruing 
from personal association and the 
exchange of ideas, met and formed 
a corporation which they named the 
Controllers Institute of America, 
inc. 

The purposes of this organization 
were declared to be the advance- 
ment of the interests and welfare of 
controllers, the promotion of such 
activities as would increase the use- 
fulness of this group of men to the 
business organizations they serve as 
well as to the public, and the estab- 
lishment for controllers of ethical 
and professional standards of work 
and conduct. 

With complete confidence in the 
course they had planned this small 
assembly of men of perception laid 
before the controllers of industrial 
organizations its ideas for acting in 


concert for the common good. In 
spite of an industrial depression un- 
equalled in duration and scope in 
modern history, men of importance 
in commerce and industry enrolled 
to participate in the activities of The 
Institute and share in its advantages. 

In the brief period since its in- 
ception The Institute has expanded 
and matured and is now prepared to 
demonstrate its utility. Its purpose 
is to bring to the controller the realiza- 
tion that his interpretive work must be 
creative and individual as well as fac- 
tual. The Institute seeks to point out 
that not only should the controller of 
today be versed in the numerous 
Federal, state and municipal laws 
that affect the finances of business, 
but he should anticipate the enact- 
ment of such laws and seek for their 
improvement. 

The Institute endeavors to spread 
the idea that the controller should 
strive for the removal of his per- 
sonal limitations and should make 
every effort towards increasing his 
utility to his organization. It seeks, 
too, to broadcast the truism that as 
the individual gives, he receives in 
proportion. 

Ralph Waldo Emerson wrote: 
“Yet within the limits of human 
education and agency, we may say, 
great men exist that there may be 
greater men. The destiny of organ- 
ized nature is amelioration, and who 
can tell its limits? It is for man to 
tame the chaos; on every side whilst 
he lives, to scatter the seeds of sci- 
ence and song that climate, corn, 
animals, men, may be milder, and 
the germs of love and benefit may 
be multiplied.” 


By F. C. WATKINS 

Member, Board of Directors and of 

Executive Committee 
Dear Mr. Tucker: 

When you told me yesterday that 
we were close to the 700 members 
mark it amazed me to realize how far 
we have come in five years. It seems 
hardly possible that our organization 
could have grown so rapidly, starting 
from the little group of seven or eight 
who met one night at the Accountants 
Club at your call. 

At that time The Institute was only 
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an idea and an ideal. We have had 
many more ideas since then, but the 
one thing that has impressed me most 
strongly over the years is the fact that, 
in spite of everything, and there have 
been obstacles as you well know, we 
have clung steadfastly to our ideals. 
So long as we continue to hold these 
we will make progress along the road 
to real recognition of controllership 
as an honorable profession. 


By HERBERT A. GIDNEY 

Vice-President, and Member Board 

of Directors 

I thoroughly believe in the purposes 
for which the Controllers Institute of 
America was organized. I am of the 
opinion that it is performing a useful 
service not only for its members but 
for industry in general and for the 
Federal and state governmental bodies 
in connection with their administra- 
tive relations with organized business. 
The Institute is establishing high 
standards of ethics and sound princi- 
ples which have become generally rec- 
ognized as worthwhile. 

I believe that The Institute will 
eventually have in its enrollment all 
of the qualified chief accounting offi- 
cers of the important business inter- 
ests and that through their combined 
efforts, intelligently directed, the Con- 
trollers Institute of America will forge 


ahead. 


Cincinnati 
Four subjects have been chosen by the 
Committees on Meetings, and on Program, 
for discussion during the coming year, as 
follows: 


1. Federal Social Security Act and the 
regulations promulgated thereunder. 


2. Federal Revenue Act of 1936 and 
State and Local Taxation. 

3. Each Member is to be invited to pre- 
sent the Controller’s views of the 
economics of the particular indus- 
try with which he is associated. 

4. Such other timely subjects are to be 
selected from time to time, as, in 
the opinion of the Board and mem- 
bers, are of particular interest to 
the members generally. 


Plans are being made for weekly lunch- 
eons for members and their guests. Mr. 
George F. Brenner, vice-president of the 
Control, is Chairman of the Program Com- 
mittee, and Mr. Samuel Smickler, treasurer 
of the Control, is Chairman of the Meet- 
ings Committee. 

















WRITE or DRAW 
WITH PENCILS— 
AND PEN & INK 


COPIES 


ALLIN ONE 


DITTO CoPIES 
direct from your 
original writing, 
typing or drawing— 
no stencil —no type 


ITTO requires no stencil, no 

type, no engravings. It copies 
anything typewritten, handwritten or 
drawn direct from the original. You 
can use pen or pencil and write or 
draw anything on a sheet of paper 
and Ditto will copy direct from that 
sheet on any size or weight of paper 
or card stock. 

Wherever Ditto is installed it be- 
comes a remarkable time and money 
saver, because it is so flexible and so 
widely adaptable to countless busi- 
ness systems. It will pay you to in- 
vestigate what Ditto can do for you. 


Facts: 


For complete facts, 
write for our booklet 
“Copies—Their Place 
in Business.” It tells 
fully how Ditto will 
save money in your 
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business. 
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Please send me your new book ‘‘Copies— 
Their Place in Business” telling how Ditto 
will save money in mybusiness. No obligation. 


Concern 





Name 
Address 
City 


Nature of Business 


DITTO, inc. 


2227 W. HARRISON STREET 
CHICAGO a ILLINOIS 
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| OPERATION | ; 
; “but not others. One can discuss the 


Translation of Currencies 
(Continued from page 205) 
added at the average rate for the 
year, one cannot use the word “stated” 
in explanations attached to the bal- 


, ance-sheet, because only the balance is 
/ stated. One cannot say that that por- 

' tion of the plant account, which was 
| accumulated prior to the date of ac- 
| quisition, has been “‘stated at’’ the 
_ exchange rates of that date, for it has 


not been “‘stated” at all. The same 
objection would hold against the term 
“expressed in dollars at,” or any other 


| similar expression. 


The expression ‘valued at” car- 


ries an implication of appraisal, 


which makes its use undesirable. 
“Based upon” has the drawback that 
it is not sufficiently concise and flex- 
ible. It fits certain sentence forms, 


“conversion of foreign currencies’ 
or their “translation,” but just how 
would one twist the sentence to ex- 
press the same thought with ‘based 
upon”? “Computed at,” “carried in 
this report at,” and ‘‘reduced to U. S. 
currency at” are all subject to the 
same objection. They may fit one 
form of sentence, but not another. 
We need a verb and its cognate 
noun, which will easily and naturally 
fit any form of sentence and any 
turn of thought on this subject. 

It seems to me that in “translated” 
and “translation” we have available 
exactly the words we need. They 
carry no implication of changing 
the facts, but only presenting them 
in a different language. Because 
Americans do not think in terms of 
pesos, pounds, and francs, we need 
to have them translated into the 
language of dollars. When we re- 
ceive a foreign balance-sheet, we 
“translate” the foreign words into 
the kind we use, and the operation 
which we perform on the foreign 
currency figures is analogous. We 
“translate” them into the currency 
in which we are accustomed to think. 

“Translate” has the advantage of 
being an old word that everybody 
understands. Nor is its application 
to foreign exchange a new one. 
Despite its rarity in recent corpora- 
tion reports, it has long been used 
for the purpose by many people, 
and when used has always been cor- 
rectly understood. When applied to 
foreign exchange, “translate” fits, 
and all implications and connotations 
that have grown up around it, fit 


| presentation, 
| of essential 

reports... 
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Accuracy is the ultimate 
test of accounting effi-. 
ciency. O copies are 
photographically correct. 


DITTO makes possible 
quicker and more accu- 
rate decisions * 

by prompt 
















DITTO Is as 


accurate as a pho- 
tograph because 
it copies direct 
from the original 

UNNING a business is mainly a 


matter of making decisions; and 
deciding correctly depends in the last 
analysis on having facts (not guesses) 
at the right time. 

Ditto gives you facts quickly and 
with photographic accuracy—reports 
of sales, balance sheets, profit and 
loss statements, comparative reports, 
cost and gross profit by commodities, 
inventories, budget performances, 
expense statements, and other sig- 
nificant figures—daily, weekly, 
monthly, annually; not past history, 
but what is going on today. 






How Ditto will 
make possible 
quicker, more ac- 
curate decisions is 
graphically told in 
our book ‘‘Copies 
—Their Place in 
Business.” Write 
for a free copy. 
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Please send me ‘‘Copies—Their Place in 
Business,” describing how Ditto makes pos- 
sible quick, accurate decisions. No obligation. 
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Concern 





Name 
Address 
City. 


Nature of Business 


DITTO, inc. 


2228 W. HARRISON STREET 
CHICAGO 6 ILLINUIS 








State 
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also. It is true that its Latin deriva- 





DITTO+ DITTO 








tion makes it still possible to use it 
in the sense of “transport,” but that 
use iS sO rare now, so archaic, that 
it will not confuse anyone. The first, 
and usually the only, meaning that the 
word suggests is exactly the meaning 
we want. 

With this pair of words available, 
adapted for use in any and every 
grammatical construction, carrying 
no inappropriate or ambiguous im- 
plications, but offering a terse ex- 
pression of the exact meaning, it 
would seem that merely bringing 
them to the attention of the ac- 
counting profession should be sufh- 
cient to insure their adoption. Of 
course the quest for perfect termi- 
nology is not ended, if anyone can 
suggest words still more suitable for 
the purpose. But unless such sugges- 
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INSTITUTE OCCUPIES NEW QUARTERS 


ATE in August The Controllers Institute of America moved into 

new quarters, double the size of its former home. The new quar- 

ters are on the ninth floor of the same building in which The Institute 

has been housed since its organization, at One East Forty-second Street, 
New York City. The former offices were on the sixth floor. 

When first organized The Institute had a single office, of a little 
more than 300 square feet. Two years ago its space was doubled. 
Rapid growth in membership, and expansion of its activities and staff, 
caused The Institute to outgrow those quarters. 

In its new home The Institute has a conference room for the con- 
venience of members, with telephone and other facilities. This confer- 
ence room is suitable for small gatherings, committee meetings, and 
meetings of the Board of Directors. Members who are located out- 
side of New York City will find it especially convenient. 

In addition, the quarters of the working staff are more commodious 
than before. There is a roomy foyer, and the entire layout is light and 
airy, and quite in keeping, in its appearance, with the standing of the 
organization. 
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tion is forthcoming, it is my hope 
in writing this article to promote 
the general adoption by accountants 
of the word ‘“‘translate” in reference 
to the “translation” of foreign cur- 
rencies. 





The telephone numbers are unchanged, Vanderbilt 3-4054, 4055. 

Provision for the enlarged quarters was made under the direction 
of the Executive Committee, of which Mr. Franklin D. Colburn is 
chairman, with the approval of the Board of Directors. 














A CONTROLLERS’ GUIDE TO TAX SAVINGS 


Including Tax Savings Plans Under Revenue Act of 1936 


“Income taxes and most other major taxes are based upon ac- 
counting and financial facts.’ With the most exacting tax laws 
in our history, unprecedented demands are going to be made 
upon controllers to safeguard the interests of their corporations 
in avoiding overpayments of taxes. 

Planning for Tax Economy is a unique reference book covering 
the Technique of Continuous Planning for the most advantageous 
tax effects of corporation, commercial and financial programs. 
The authors, an Attorney and a Certified Public Accountant, with 
extensive backgrounds in every phase of tax work, have written 
this guide as a daily working tool for the busy tax adviser. 


The bearing of the multiplicity of tax laws upon your cor- 
poration’s program of activities is not always apparent at first 
glance. In this treatise you will have a means of checking up 
all tax aspects of any situation or series of transactions. 

This is the only book showing conflicting tax effects in the 
different tax fields; how plans that would be advantageous from 
the standpoint of Federal income taxation might be disastrous 
with respect to State taxes. Numerous examples are pre- 
sented, enabling the reader to find a precedent for the problem 
at hand. 


Planning for Tax Economy 


WILLIAM H. CROW, LL. B. 
Member New York Bar 
Author of Corporation Secretary’s Guide. 
Corporation Treasurer’s and Con- 
troller’s Guide. Formal Cor- 
porate Practice. 


and 


U. S. GREENE, C.P.A. 
of the States of New York, North Car- 
olina and Indiana. Member, American 
Institute of Accountants. Formerly 
Auditor, United States Bureau of 
Internal Revenue. 


Planning for Tax Economy is a time saver, relieving you of the necessity of elaborate research of interpretative books in the num- 
erous fields of taxation. Although it contains a minimum of legal or statutory matter, its discussions and examples have been pains- 


takingly checked from legal, accounting and practical standpoints. 
It supplies the solution to the increasing number of present day 
tax problems confronting the controller. By studying the procedures 
outlined you will be able to check up on present tax status, present 
methods of conducting business operations from the standpoint of tax 
economy. Many of the methods reported in the book have not found 
their way into the law reports since no criticism could be raised. 
They have stood the test of careful scrutiny by tax authorities. 


WALDREP-TILSON, Inc. 


565 Fifth Avenue New York, N. Y. 


WALDREP.-TILSON, Inc. 
Suite 904 
565 FIFTH AVENUE 
NEW YORK CITY 

Without cost or obligation, you may forward a copy_of PLAN- 
NING FOR TAX ECONOMY by Crow and Greene. Cost, if we 
keep it, $7.50; otherwise we may return it within five days without 
further obligation 
RARE ovis cdiccccccevntvegudnenccentsuéadsbetetdeidendgledunesaeniseeneanee 
Firm 





















se 


ee 


' The new Pro-technic Ediphone 
on a 2-plank platform- 





EDIPHONE — the people’s choice — 
FULFILLS EVERY PROMISE! 


Every day in the year, and under all 
kinds of conditions—Ediphone Voice 
Writing helps increase business ca- 
pacity 20% to 50%. This increase is 
possible because Voice Writing makes 
YOU the master of your day. 


No matter what your business or 
profession— whenever it is conven- 
ient for YOU .. . without waiting, 
without interruption . . . you Voice- 
Write your correspondence, memos, 
reports. Details get into the habit of 
being done, not forgotten . . . tele- 
phone calls are confirmed promptly. 





And your secretary, free to concen- 
trate on getting out your work, fin- 
ishes it, on time! 

The tax on time— yours and your 
secretary’s—is removed. And more is 
accomplished—20% to 50% more!— 
with less effort. 


“You-Pay-Nothing” Plan 
Provides Advance Proof! 
Voice Writing is happy to prove its 
platform planks in advance! Put this 
new business administration to work 
in your office. Telephone the Ediphone, 
Your City, for details of the New 
Edison “You-Pay-Nothing” Plan, or 
write direct to the 

Laboratories of — 


mar CL Edinon. 


ORANGE, N.J. U.S.A 
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New Members Elected 


At a special meeting of the Executive 
Committee of The Controllers Institute of 
America, held August 31, 1936, the appli- 
cants named below were elected to active 
membership in The Institute: 


W. A. BAKER 
Shell Petroleum Corporation, St. Louis. 


SIDNEY B. BECKER 
Schenley Distillers 
York City. 


M. JosEPH Borst 
Lagerloef Trading Company, Inc., New 
York City. 
ROBERT J. CALVERT 
Pittsburgh Steel Company, Pittsburgh. 
RICHARD L. CARPENTER 
Ingersoll-Rand Company, New York City. 


CHARLES H. CLIFFORD 
Albany Felt Company, Albany, N. Y. 

J. DRUMMOND CODE 
J. Henry Schroder Banking Corporation, 
New York City. 


JOHN E. CoLe 
The Lehman Corporation, 
City. 

ERNEST R. DAYTON 
The Russell Manufacturing Company, 
Middletown, Conn. 


LESTER R. DOWNIE 
Kelsey-Hayes Wheel Company, Detroit. 


C. F. EvELEIGH 
Eli Lilly & Company, Indianapolis. 

L. E. FELTON 
Minnesota Valley Canning Company, Le 
Sueur, Minn. 

M. H. FORSTER 
The Nestle-LeMur Company, New York 
City. 

ALFRED M. GEORGER 
United Artists Theatre 
New York City. 

DEANE S. HAZEN 


Benjamin Electric Mfg. Company, Des 
Plaines, Ill. 


Corporation, New 


New York 


Circuit, Inc., 


S. E. HEBERT 
Whitehead & Kales Company, River 
Rouge, Mich. 

RAYMOND M. Hicks 
International Mercantile Marine Com- 


pany, New York City. 

HuBeErT L. HowarpD 
Samson. Tire & Rubber Corporation, Los 
Angeles. 


C. E. Linp 
Middle States 
New York City. 

Lioyp D. McDONALD 
The Warner & Swasey Company, Cleve- 
land. 

RICHARD H. MARSHALL 
David Pender Grocery Company, Nor- 
folk, Va. 

GrorGE A. MAXWELL 
Manufacturers’ Finance Company, Balti- 
more, Md. 

EARLE G. May 
McLellan Stores Company, New York 
City. 

B. J. MERTZ 
The Buckeye Union Casualty Company, 
Columbus, Ohio. 


Petroleum Corporation, 
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INSTITUTE ACTIVITIES-COMM UNICATIONS 


New Members—Continued 

E. G. MICHAELS 
Vick Chemical Company, New York City. 

FREDERICH H. ONASCH ; : 
Times Publishing Corporation, Chicago. 

GEORGE C. PHELPS } 
Houdaille-Hershey Corporation, Detroit. 

EDWARD S. RUTTER 
Larsen Baking Company, Inc., Brook- 
lyn, N. Y. 

WALTER SCHAEFER 
Standard Oil Company of New Jersey, 
New York City. 

THOMAS SMALL 
Allied Kid Company, Boston. 

Percy W. STERNS 
International Products Corporation, New 
York City. 

J. A. SUTHERLAND ; 
Chicago Flexible Shaft Company, Chi- 
cago. 

SOLFEST TOMASSON 
International Mercantile Marine Com- 
pany, New York City. 

HENRY VAs DIAS 
Hotel Waldorf-Astoria Corporation, New 
York City. 

RICHARD E. VoGT ; 
The Herzfeld-Phillipson Company, Mil- 
waukee, Wis. 

J. RopNEY WEEKS 
Whitehead & Kales Company, River 
Rouge, Mich. 

C. E. WILLIAMSON 
Balfour, Guthrie & Company, Ltd., New 
York City. 

PauL H. WILSON 
Graton & Knight Company, Worcester, 
Mass. 

M. L. WUESCHER 
Bogalusa Paper Company, Inc., Bogalusa, 
La. 


REPORT OF COMMITTEE ON 
NOMINATIONS 


The Committee on Nominations, ap- 
pointed by President Rodney S. Durkee, 
respectfully presents the names of the mem- 
bers listed below, as nominees for Directors 
for terms of three years, and for Auditors 
for terms of one year, to be voted on at 
the Annual Meeting of The Institute, Oc- 
tober 5, 1936: 


For Director: 

O. W. BREWER 
American Gas Association, New York 
City. 

WILLIAM CRAEMER 
Sun Shipbuilding & Dry Dock Company, 
Chester, Pennsylvania. 

ARTHUR E. Davis 
Royal Typewriter Company, Inc., New 
York City. 

F. G. HAMRICK 
American Smelting & Refining Company, 
New York City. 

Leroy V. PoRTER 
New York Central Lines, New York 
City. 


PAUL J. URQUHART 
Aluminum Company of America, Pitts- 
burgh, Pennsylvania. 

S. L. WHITESTONE 
General Electric Company, Schenectady, 
New York. 


For Auditor: 
ROBERT MEYER WILLIAM F. SicG 
The Committee on Nominations is com- 
posed of: Eart L. PANGBORN, Chairman, 


JOHN W. Hooper, THoMas H. HUuGHEs, 
GeEorGE H. RICHARDS, EUGENE F. WALSH. 








LIKES TIMELINESS 
OF ARTICLES 


To the Editor: 

I should like to say that I find the 
magazine, “The Controller,” valu- 
able largely because the articles pub- 
lished are so timely. You seem to 
get current issues into print sooner 
than most of the publications do. 








Mr. Controller: 





GHAW-WALKER 








MUSKEGON, MICHIGAN 


Branches and Dealers in All Principal Cities 
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Have You 


A COMPOSING ROOM in 


Your Business? 


Duplicating and printing is costly 
when done in a haphazard man- 
ner. 


Large sAvINGs can be made by creat- 
ing a department in your office for 
this work. Prompt completion of 
work, quick corrections and con- 
stant control are additional ad- 
vantages. 


The New 


VARI-IYPER, 


composing unit for composing 
room use, includes a 20-inch ca- 
pacity machine, 3 character spac- 
ings, a specially constructed metal 
desk, posture chair, 12 different 
and attractive type plates, carbon 
ribbon and cloth inking, mechan- 
ical lighting aids, mimeoscope, 
drawing board and every accessory 
from Scotch tape to a T-square. 





We will send you valuable infor- 
mation on this subject if you are 
interested in better duplicating at 
lower cost. 


Write us today for particulars 


Ralph C. Coxhead 


Corporation 


MANUFACTURERS 


17 Park Place 


New York, N. Y. 





The Controller, September, 1936 


Institute Activities 


Cleveland 


While the Cleveland Control has held 
no meetings during the months of June 
and July, the membership has been ac- 
tively engaged making plans for the com- 
ing year. A Program and Entertainment 
Committee consisting of Messrs. H. L. 
Patch, C. C. McConkie and A. Geisheimer, 
was appointed in July and this committee 
has held several meetings. It has just an- 
nounced the program for meetings for the 
coming year. The Admissions and Mem- 
bership Committee consisting of Messrs. 
M. W. Thernes, F. E. Kuhl and John K. 
Thompson, which has done such effective 
work during the past year, has been reap- 
pointed for the coming year and has also 
announced their program. 

The Program and Entertainment Commit- 
tee announced that the meetings for the 
coming year would be generally conducted 
along the following lines: Subjects are to 
be discussed which are of especially live 
and general interest to the members; one 
such subject to be discussed at each meet- 
ing and to be assigned well in advance of 
the meeting. Subjects or problems of im- 
mediate interest to any member are also to 
be discussed at each meeting. Any mem- 
ber having any such subject or problem to 
be discussed is to notify the Program Com- 
mittee in advance of each meeting. Mem- 
bers are to invite executives of their corpo- 
rations from time to time to address meet- 
ings on the subject of the relation between 
the Controlles and other departments of 
his organization. 

The Admissions and Membership Com- 
mittee has announced that Controllers of 
Cleveland concerns will be invited to at- 


_ tend the meeting. 


The first meeting has been set for Tues- 
day evening, September 15, and the sub- 
ject announced for this meeting is “Reve- 
nue Act of 1936.” At this meeting the 
members are to invite the heads of their 
tax departments to participate in the dis- 
cussion. This meeting will also be de- 
voted to a discussion between members of 
the conduct of the meetings and also plans 
for the annual meeting of the Controllers 
Institute, to be held October 5 and 6 in 
New York City. 


San Francisco 


Mr. Edward V. Mills, President-elect of 
the San Francisco Control, points out in 
taking over the presidency that the year 
just closed, under the presidency of Mr. 
John G. Larson, was a successful one in 
which there were written into the record a 
number of worthwhile activities and ac- 
complishments, together with a satisfactory 
increase in membership, which now stands 
at thirty-six. Mr. Mills says that it will 
be the policy of the San Francisco Control 
to carry out a similar program in 1936-37. 

“Our Control, I believe, enjoys a con- 
scientious willingness on the part of every 
member to put more into the organization 
than is taken out,” said Mr. Mills. ‘This 
attitude has reflected itself to no small ex- 
tent in the increased membership and the 
prestige which our Control enjoys in this 
community.” 

At the organization meeting for the new 
year, Committees will be named on: Pro- 


grams, Membership, Publicity, Tax Legis- 
lation and Forms, Entertainment, Admis- 
sions. 
St. Louis 

The first meeting of the season of the 
St. Louis Control will be held Tuesday, 
September 22. That date was decided on at 
a meeting of officers and directors of the 
Control held August 14. Mr. Louis G. 
Rowe, newly elected President, presided. 

The subject for discussion at the Septem- 
ber meeting will be “Standardization of 
Jobs and Administration of Salaries for Of- 
fice Employees.” This discussion will be 
led by Mr. Rowe and will present some of 
the features of a plan which has been de- 
veloped by the Emerson Electric Manufac- 
turing Company. 

A Program Committee was chosen as 
follows: 


D. D. Thomas, A. B. C. Brewing Corpora- 
tion, Chairman. 

A. T. Leimbach, Edison Brothers Stores, Inc. 

A. C. Schuchardt, Lambert Pharmacal Com- 
pany. 
A Membership Committee was chosen as 

follows: 

H. F. Harrington, 
Bank, Chairman. 

O. C. Schultz, Stix, Baer & Fuller. 

O. F. Funk, Union Electric Light & Power 
Company. 


An invitation from the St. Louis Chapter 
of the National Association of Cost Ac- 
countants to arrange for a joint meeting on 
November 17, the St. Louis Control to 
provide a speaker on “Income Tax,” was 
considered by the Directors. A decision was 
reached that the subject “Income Tax’’ was 
too broad and that the St. Louis Control 
would prefer “Importance of Cost of Pro- 
duction and Distribution under the Robin- 
son Patman Anti-Price Discrimination Act.” 
It was decided to present this subject to the 
St. Louis Chapter of the National Associa- 
tion of Cost Accountants, and if it is ac- 
cepted, the St. Louis Control will undertake 
to arrange the program. 


New England 
A meeting of the Directors of the New 
England Control has been called for Sep- 
tember 10, at which the program for the 
coming year will be completed. 


Boatmen’s National 


Personal Notes 

Mr. H. D. Minich, treasurer and con- 
troller of the Sonotone Corporation, was 
elected executive vice-president of that 
company at a special meeting of the Board 
of Directors held July 29, 1936. Eight de- 
partments will be operated under Mr. Min- 
ich’s direction: Research and Engineering, 
Purchasing, Inspection and Service, Ac- 
counting and Office Management, Auditing; 
Taxes and Insurance, Planning and Inven- 
tory Control, Credits and Collections, Man- 
ufacturing. Mr. Minich is chairman of the 
Research Council of The Controllers In- 
stitute of America. 


Group Meetings 
For the first time, a series of group 
luncheon meetings will be held this year 
in connection with annual meeting. Watch 
for announcement. 
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You Will Need Special Records 
To Conform With 


Social Security Requirements 


McM PAYROLL SYSTEMS PROVIDE 


® Payroll Records in such form as to make Federal and State 
(where required ) reports quickly and easily. 





© A Combined Payroll Record—modern in construction—main- 
tained with the minimum time. 


© Supplied Complete including necessary forms, binders and in- 
structions explaining correct entries of forms. 


Two Systems 


SYSTEM 1A Employee’s History Record 
History and Personal Record—Used in Visible Binder. 


Combined Payroll Form 
Individual payroll record for one year—Used in Visible Binder 
Fast Reference and Postings—Reports made quickly. 


SYSTEM 2A Employee’s History Record 
History and Personal Record—Used in Visible Binder. 


Payroll Record 
A listed payroll for each payroll period. Form 672 for weekly, 
biweekly or monthly periods or Form 676 for daily payroll periods 
—Used in Ledger or Sectional Post Binders. 


Record of Employment and Earnings 


Individual payroll record for one year accumulated from Payroll 
Record—Used in Visible Binder Fast Reference and Postings— 
Reports made quickly. 





McM SOCIAL SECURITY SYSTEMS ARE USED BY MANY PROMINENT U. S. CONCERNS 
EITHER OUR STANDARD SYSTEMS OR SPECIAL DESIGNED SYSTEMS 


Sold by Commercial Stationers in All the Larger Cities of the United States 


McMILLAN BOOK COMPANY .- Syracuse, N. Y. 








INSTITUTE ACTIVITIES-COMMUNICATIONS 


BENJAMIN G. SMITH 

It is with a sense of real loss that 
the death of Benjamin G. Smith, in 
New York City on September 3, is re- 
corded. 

Throughout this number of THE 
CONTROLLER there are repeated ref- 
erences to the work that Mr. Smith 
performed for The Institute, as chair- 
man of the Committee on Professional 
Standing, as a member of the Board of 
Directors for four years, and as vice- 
president for one year. His interest 
in the organization was enthusiastic 
and contagious. His was a constructive 
viewpoint. He was continually look- 
ing ahead and planning future activi- 
ties for The Institute. He devoted 
much time to writing material for his 
committee, its reports, papers for pres- 
entation at meetings, both local and 
national, and attended many confer- 
ences and meetings. There is a book 
review from his pen in this issue of 
THE CONTROLLER. 

Mr. Smith became a member of The 


Controllers Institute of America on 
April 27, 1932. His membership num- 
ber was 115. He was born May 28, 
1884, in New York City. At the time 
he was elected to membership in The 
Institute he was controller of E. R. 
Squibb & Sons, a position which he 
held until August, 1935. Since that 
date he had not been connected with 
any firm. From 1900 to 1919 Mr. 
Smith was employed by the Guaranty 
Trust Company of New York. From 
1914 to 1918 he held the position of 
auditor, with the full duties of a con- 
troller. The title ‘controller’? was not 
used by the bank at that time. During 
the World War Mr. Smith was granted 
leave of absence by the bank to organ- 
ize the financial management of the 
American Red Cross Commission for 
Europe. He acted successively as con- 
troller, and director of finance, of the 
Commission, concluding his service 
late in 1918. 

He was secretary-treasurer of Mc- 
Clure’s Magazine from 1919 to 1921; 
vice-president and treasurer of Allen 


Cardwell Manufacturing Company, 
Brooklyn, from 1922 to 1924; chief 
inspector of foreign branches of the 
National City Bank, from 1924 to 
1926, after which he became control- 
ler of E. R. Squibb & Sons. 

Mr. Smith gained the respect and 
confidence of the members of The 
Controllers Institute of America with 
whom he came in contact, who sin- 
cerely mourn his passing. 


Controller Available 


Controller or Assistant Controller. Gen- 
tile. Age 38. Twenty years’ experience 
with public utility companies and manu- 
facturing company covering accounting, 
finances, budgets, rate analysis, auditing, 
collections, insurance, tax and regulatory 
body reports, statistics and office adminis- 
tration. Exceptionally good record and 
high recommendations as to character and 


ability. Address Number 58. 


Los Angeles 


Mr. Herbert T. Short has been chosen 
Secretary-Treasurer of the Los Angeles 
Control, succeeding Mr. James T. Durkee, 
who found that his business would not 
permit him to carry on the duties of the 
office during the current year. 





Casino Montclair 

Breakfasts from 30c 
Luncheon from _ 65c 
Dinner from $1,50 
Supper from 7ic 
Never a Cover Charge 


TWO ORCHESTRAS 
Dancing from Cock- 
tail time to closing. 








HOTEL MONTCLAIR 


Lexington Avenue at 49th Street 
NEW YORK CITY 


A Truly American Hotel with American Traditions 
“Monthly Meeting Place of the New York City Control” 
CLOSEST TO THE ANNUAL MEETING OF THE INSTITUTE 


800 Rooms 


with baths, showers, 
radios 


Single from $2.50 
Double from 3.50 
Double, twin beds 4.00 
Suites from 5.00 


Rooms decorated in 
“shipshape’’ manner 
for the nautical 
minded. 
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FACTS COME FASTER 
WITH POWERS PUNCHED CARD METHODS 


Powers machines and punched card accounting are 
bringing definite savings to almost every classifica- 
tion of business. 

“Cataloging as we do, 48,000 items for more than 
400 retail stores, 10 mail order plants, and 10 million 
customers, we have to get merchandising costs and 
facts as promptly, accurately, and economically as 
possible,’’ says Sears-Roebuck. ‘Powers provides an 
efficient method.”’ 

‘We have a closer control over installment payments 
and annuities today than ever before,’’ says the Penn 
Mutual Life Insurance Company. ‘‘We can complete 
the monthly analysis of our country wide expense in 
less than 24 hours. We can determine at any time 
with unusual speed and accu- 
racy the individual production 
records of our thousands of men 
in the field. These are but a few 
of the operations for which we 
use our Powers installation.”’ 
“The close and accurate con- 


trol that we must maintain con- 
stantly over sales, style trends, 








POWERS SORTER 
The Powers Standard Sorter mechani- 
cally selects and arranges Powers cards 
in any desired order at the rate of 420 
cards per minute. Can automatically 
count cards in each classification. 


ter of seconds. 








90-COLUMN TABULATOR 
Information punched into Powers cards is 
translated and printed in any statement form 
desired by this machine. This type of tabulator 
will automatically add or subtract and will 
produce sub or grand totals or both. The set- 
up may be changed to another form in a mat- 


factory costs, inventories, and pay roll is made easily 
possible with Powers machines,’’ says L. E. Waterman 
Company. 

Powers gives the Old Colony Trust Company, Boston, 
continuous control of the movement of cash and 
securities with the ability to reproduce investment 
lists and give tax information within minutes as against 
hours or even weeks formerly consumed. 

With the information supplied by Powers, Schenley 
distillery is able to check at all times the performance 
of each sales division, the adequacy of inventories on 
hand at various outside warehouses, and the effi- 
ciency of its advertising. 

Can your firm use Powers? There is only one way to 
tell: See Powers in actual opera- 
tion— prove to yourself what 
Powers can do for you! Tele- 
phone your nearest Remington 
Rand office today to arrange a 
demonstration at your conveni- 
ence! Such a demonstration will 
place you under no obligation 
whatever. 





90-COLUMN PUNCH 
Important statistics and information are 
designated by the position of holes 
punched in tabulating cards by this 
machine. Cards so punched are later 
used in the automatic compilation and 
printing of vital accounting reports, 


























REVIEWS of Current Business Publications 


PLANNING FOR TAX ECONOMY. By 
W. H. Crow and U. S. Greene. Waldrep- 
Tilson, Inc., New York City. 1040 pages. 
$7.50. 

This work commences with a brief his- 
torical survey of the trend of Federal Tax 
legislation during the past twenty-three 
years. That these laws have created prob- 
lems which no taxpayer can afford to neg- 
lect is an undeniable fact. 

Emphasis is given to the importance of 
making the right decision from the tax 
standpoint as to the method of conducting 
his affairs, by the individual, the profes- 
sional man, the executor or trustee, the 
partnership or the corporation, from the 
beginning in order to avoid unnecessary 
taxation. The importance of anticipating 
“the consequences” of such initial decisions 
or programs is repeatedly stressed and the 
various factors which must be taken into 
consideration in making the correct de- 
cisions are clearly presented. 

The distinction between tax avoidance 
and tax evasion is pointed out as well as 
the fact that it is the prerogative of the 
taxpayer to elect any course of action 
which will insure him, as far as possible, 
against unnecessary taxation. In order to 
attain this result a proper ‘‘tax perspective” 
is essential and where the taxpayer is not 
adequateiy informed he will find the sec- 
tions dealing with his particular problems 
readily accessible and of substantial value. 
Numerous cases and decisions bearing on 
the subject matter are cited. 

While it would be impracticable and, in 
fact, no attempt is made to analyze the 
effect of all of the various tax laws of the 
individual states and municipalities, the 
recent trend of such legislation is ex- 
amined and numerous examples are given 
to illustrate the bearing of these laws on 
personal and business affairs, and the pit- 
falls which must be avoided. 

Of particular interest are the sections 
dealing with the effect of taxation on the 
purchase and sale of real and personal prop- 
erty, factors which no doubt are frequently 
minimized or overlooked altogether. 

Sound advice is given as to the policies 
to be observed with respect to, and evi- 
dence required to support, deductions from 
income, which makes this work of addi- 
tional value to all persons who are re- 
sponsible for preparing tax returns. The 
importance of the adequacy of complete ac- 
counting records is also stressed. 

Of immediate importance to all tax- 
payers is the separate section dealing with 
the Federal Revenue Act of 1936. This is 
conveniently arranged to show where and 
to what extent this legislation has super- 
seded the basic laws heretofore in effect 
and the new problems created thereby. Nu- 
merous illustrations of the practical appli- 
cation of this law to specific cases are given. 


This is a comprehensive and ambitious 
work, containing a wealth of useful in- 
formation and covering a multitude of 
problems too numerous to review in detail. 
However, in order to give a fair indication 
of the broad scope of this work, the nine 
parts into which it is divided are given be- 
low: 

1. Planning for Tax Economy. 

2. Tax Consequences of Programs of In- 
dividuals. 

3. Planning Tax Consequences in Business. 

4. Exchanges of Property. 

5. Tax Effects of Winding up (liquidation 
and dissolution). 

6. Constitutional and Legal Rules Govern- 
ing Taxation. 

. Tax Laws (Federal, State and local). 

. Tax Procedure. 

. Analysis and Tax Savings Plans under 
the Revenue Act of 1936. 


The authors, William H. Crow, an at- 
torney (already well known as the author 
of “Corporation Treasurer's and Control- 
ler’s Guide’) and U. S. Greene, a cetti- 
fied public accountant, obviously have spared 
no efforts to make this work significant and 
indispensable to every individual, executive 
or consultant who has tax problems to face. 
Its method of approach is unique and it is 
deserving of serious consideration by every 
taxpayer. Reviewed by B. G. SMITH. 


FINANCIAL MATHEMATICS. By A. W. 
Richeson. Prentice-Hall, Inc., New York 
City. 361 pages. $2.50. 

This book covers a wide range of finan- 
cial mathematics, e.g., simple and com- 
pound interest, depreciation of assets, 
amortization of debt, valuation of bonds, 
actuarial calculations, annuities, life insur- 
ance, building and loan association compu- 
tations, arithmetic and geometric progres- 
sion, the laws of probability and chance, the 
binomial theorem, and logarithms. Each 
subject is explained so that almost anybody 
can understand and more than one hun- 
dred pages are devoted to mathematical 
tables. 

While intended primarily for students 
of finance and business administration, this 
book will find a useful place in any busi- 
ness library. The text will be of help 
when one needs to brush up on his mathe- 
matics and the tables will prove useful in 
solving difficult calculations. 

Reviewed by E. STEWART FREEMAN, 
Dennison Manufacturing Co. 


\Oo ON 


NEW YORK LAWS AFFECTING BUSI- 
NESS CORPORATIONS. Published by 
United States Corporation Company. 514 
pages. $2. 

This is the seventeenth edition of this 
work. It contains the amendments enacted 
at the legislative session which adjourned 
May 13, 1936, and is revised to June 13, 
1936. 


The book is well designed to afford the 
busy practitioner an ever present help in 
the hurried hours of office routine. There 
is a synoptic analysis which is unique. 

Changes in corporate laws made in 1936 
are listed under general headings. For in- 
stance, twelve changes in the tax law are 
noted, six in the stock’ corporation law, 
four in personal property law, and so on. 
The work was prepared under the editor- 
ship of Mr. J. B. R. Smith. The purpose 
of the book is to provide a manual rather 
than a textbook and to have it ready for 
delivery immediately upon final adjourn- 
ment of the Legislature. 

Reviewed by ARTHUR R. TUCKER. 


“EXPENSES AND PROFITS OF FOOD 
CHAINS IN 1934.” By Carl N. Schmalz, 
Harvard University, Graduate School of 
Business Administration. 50 pages. $1. 


This is the report of a research study 
showing typical results for food chains in 
1933 and 1934. It traces developments 
during the depression. The conclusion 
reached is that the average food chain in 
1934 paid out 76 per cent. of sales for the 
net cost of goods sold, incurred total oper- 
ating expenses amounting to 23.4 per cent. 
of sales, and earned a net profit from mer- 
chandising operations of 0.6 per cent. of 
sales. These figures summarize the com- 
bined experiences of 66 chains operating 
more than 21,000 stores and doing a total 
business in 1934 of more than $960,000,000. 

After considering all income, and with- 
out any charge for interest on owned cap- 
ital, the chains showed a net business 
profit amounting to 2.2 per cent. of sales 
and 9.6 per cent. of net worth. Of the 
23.4 per cent. of sales which went for 
operating expense, more than half (12.6 
per cent.) was absorbed by salaries and 
wages, 5 per cent. went for occupancy and 
related expenses, while other items ab- 
sorbed 5.8 per cent. 

A separate section of the report is de- 
voted to recent trends among food chains 
and shows comparative operating results 
for 1929 and annually from 1931 to 1934, 
inclusive. According to the data of this 
section the aggregate number of stores op- 
erated by food chains showed little net 
change between 1929 and 1934. During 
this time, however, the number of straight 
grocery stores in operation declined by 
more than 13 per cent. and the number of 
combination stores increased 28 per cent., 
conclusive evidence of the tendency among 
chains to add fresh meats and associated 
merchandise and to carry on their activities 
in larger stores. 

The earnings of food chains in percent- 
age of sales declined steadily from 1929 
through 1933 and then showed little change 
in 1934. 

Reviewed by ARTHUR R. TUCKER. 

















Let us help you maintain your 


ayroll Records.. 


in accord with the requirements of the 
Federal Social Security Act and 
Related State Legislation 
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AYROLL RECORDS that exist 
today in the average business 
fall far short of supplying all of the 
information that employers will be 
required to report to governmental 
departments under the provisions 
of Federal and State Social Security 
Legislation. 
Underwood Elliott Fisher Ac- 
counting Machines are equipped to 
provide all necessary records re- 












quired by the new legislation in- 
cluding Employees’ Pay Checks (or 
envelopes), Employees’ Earnings 
Records and Payrolls in a single 
operation. 

These machines are eminently 
qualified for this type of accounting 
work because of their ability to 
write, cross-calculate and accumu- 
late in a single operation the figures 
and other information required by 

the new legislation 
and needed by em- 
ployers for effective 
administrative con- 























trol. Underwood 
Elliott Fisher is pre- 
pared to cooperate 















in meeting all of the 
accounting require- 
ments of the Federal 
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Social Security Act and Related 
State Legislation. For further infor- 
mation on this important subject, 
just mail the coupon. No obligation 
to you. 

e & e 
Underwood Elliott Fisher makes 
three distinct types of accounting 
machines with a wide variety of 
models in each. It maintains an or- 
ganization qualified to assist all in- 
dustry in using them at their highest 
peak of efficiency. Every Underwood 
Elliott Fisher Machine is backed by 
nation-wide, company-owned serv- 
ice facilities. 


Accounting Machine Division 


UNDERWOOD ELLIOTT FISHER CO. 
Accounting Machines... Typewriters... Adding Ma- 
chines, Carbon Paper, Ribbons and other Supplies 
ONE PARK AVENUE, NEW YORK, N. Y. 
Sales and Service Everywhere 





Accounting Machine Division 
Underwood Elliott Fisher Company, One Park Avenue, New York, N. Y. 


Gentlemen: Please supply further information concerning the de- 
velopment and maintenance of necessary employee records under 
the Federal Social Security Act and Related State Legislation. 


Name. —— ee snatnietcaniiainicelhcietagaieaaala 








Address. Pa ee ee ee 











Underwood Elliott Fisher Speeds the World’s Business City State— 


CON 9-36 





The Il Ri TEP . f punched card accounting 


hi accuracy and greater speed 


Thousands of businesses and govern- 
mental agencies are today employing the 
punched card method for obtaining 
important accounting and _ statistical 
FACTS. The international acceptance 
of this modern accounting method is 

eee meee |! ‘ largely due to the fast and accurate per- 
/ (er | Se formance which International Electric 
Bookkeeping and Accounting Machines 
offer. 


This modern machine accounting 
method resolves itself into three funda- 
mental steps: (1) the punching of in- 
formation in the cards from basic ree- 
ords, (2) the automatic sorting of the 
cards, (3) the automatic printing of the 
reports from the punched and _ sorted 
cards. 


Investigate the advantages in speed, 
accuracy and economy which Interna- 
tional Electric Bookkeeping and Ac- 
counting Machines now offer. Your 
nearest IBM office will be pleased to 
give you a complete demonstration. Get 
in touch with them today. No obligation. 
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EMPLOYEE NAME 





283042467 1126 
350044675 1127 
790068468 1228 
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INTERNATIONAL BUSINESS) VETTES CORPORATION 


GENERAL OFFICES cat BRANCH OFFICES IN 
270 BROADWAY, NEW YORK, N. Y. PRINCIPAL CITIES OF THE WORLD 
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